Board of Education
Of the

CITY OF ESTELL MANOR

School District

County of Allantic
Estell Manor, New Jersey

COMPREHENSIVE ANNUAL FINANCIAL REPORT
For The Fiscal Year Ended June 30, 2012




BOARD OF EDUCATION
OF THE

CITY OF ESTELL MANOR
SCHOOL DISTRICT

County of Atlantic
Estell Manor, New Jersey

COMPREHENSIVE ANNUAL FINANCIAL REPORT
For The Fiscal Year Ended June 30, 2012



CITY OF ESTELL MANOR SCHOOL. DISTRICT
Table of Contents

INTRODUCTORY SECTION

Letter of Transmittal
Organizational Chart
Roster of Officials
Consultants and Advisors

FINANCIAL SECTION

Independent Auditors’ Report

Required Supplementary Information - Part |

Management's Discussion and Analysis

Basic Financial Statements

A

District-Wide Financial Staterments

A-1 Statement of Net Assets
A-2 Statement of Activities

Fund Financial Statements

Governmental Funds

B-1 Balance Sheet

B-2 Statement of Revenues, Expenditures, and Changes in Fund Balances

B-3 Reconciliation of the Statement of Revenues, Expenditures, and Changes
in Fund Balances of Governmental Funds to the Statement of Activities

PROPRIETARY FUNDS

B-4 Statement of Net Assets

B-5 Statement of Revenues, Expenses, and Changes in Fund Net Assets
B-6 Statement of Cash Flows

FIDUCIARY FUNDS

B-7 Statement of Fiduciary Net Assets
B-8 Statement of Changes in Fiduciary Net Assets

Notes to the Financial Statements

PAGE

10-156

16
17

18
19

20

21
22
23

24
25

26-42




CITY OF ESTELL MANOR SCHOOL DISTRICT
Table of Contents {Continued)

Required Supplementary Information - Part ll

c

Budgetary Comparison Schedules

C-1 Budgetary Compariscn Schedule - General Fund

C-1a  Combining Schedule of Revenues, Expenditures, and Changes in Fund
Balance - Budget and Actual _

C-1b  Budgetary Comparison Schedule - General Fund - Education Jobs Fund 18

c-2 Budgetary Comparison Schedule - Special Revenue Fund

Notes to the Required Supplementary Information

C-3 Budget to GAAP Reconciliation

Other Supplementary Information

D

School Based Budget Schedules

D-1 Combining Balance Sheet
D-2 Blended Resource Fund - Schedule of Expenditures Allecated by

Resource Type - Actual
D-3 Blended Resource Fund - Schedule of Blended Expenditures Budget
and Actual

Special Revenue Fund

E-1 Combining Schedule of Program Revenues and Expenditures Special
Revenue Fund - Budgetary Basis

E-2 Schedule(s) of Preschool Education Aid Expenditures - Preschoeol - All
Programs - Budgetary Basis

Capital Projects Fund

F-1 Summary Schedule of Project Expenditures

F-2 Summary Schedule of Revenues, Expenditures and Changes in Fund -
Balance - Budgetary Basis

F-3 Schedule(s} of Project Revenues, Expenditures, Balances and Status

Proprietary Funds

Enterprise Fund

G-1 Combining Statement of Net Assets

G-2 Combining Statement of Revenues, Expenses, and Changes in Fund
Net Assels

G-3 Combining Statement of Cash Flows

internal Service Fund

G4 Combining Statement of Net Assets

G-5 Combining Statement of Revenues, Expenses, and Changes in Fund
Net Assets

G-6 Combining Statement of Cash Flows

PAGE

43 -53
N/A

54
55

56

N/A
N/A

N/A

57

N/A

N/A

N/A
N/A

58
59
G0
N/A

N/A
N/A



CITY OF ESTELL MANOR SCHOOL DISTRICT

Table of Contents (Continued)

H  Fiduciary Funds
H-1 Combining Statement of Fiduciary Net Assets
H-2 Combining Statement of Changes in Fiduciary Net Assets
H-3 Student Activity Agency Fund Schedule of Receipts and Disbursements
H-4 Payroll Agency Fund Schedule of Receipts and Disbursements
| Leng-Term Debt
I-1 Schedule of Serial Bonds
-2 Schedule of Obligations Under Capital Lease
-3 Debt Service Fund Budgetary Comparison Schedule

STATISTICAL SECTION (Unaudited)
Introduction to the Statistical Section

Financial Trends

J-1 Net Assets by Component
J-2 Changes in Net Assets

J-3 Fund Balances - Governmental Funds
J-4 Changes in Fund Balances - Governmentat Funds
J-b General Fund Qther Local Revenue by Source

Revenue Capacity

J-6 Assessed Value and Estimated Actual Value of Taxable Property
J-7 Direct and Overlapping Property Tax Rates

J-8 Principal Property Taxpayers

J-9 Property Tax Levies and Collections

Debt Capacity

J-10  Ratios of Quistanding Debi by Type

J-11 Ratios of General Bonded Debt Outstanding

J-12  Direct and Overlapping Governmental Activities Debt
J-13  Legal Debt Margin Information

Demographic and Economic Information

J-14  Demographic and Economic Statistics
J-15  Principal Employers

Operating Information

J-16 Full-Time Equivalent District Employees by Function/Program

J-17  Operating Statistics

J-18  School Building Information

J-19  Schedule of Required Maintenance Expenditures by School Facility
J-20 Insurance Schedule

PAGE

61
&2
63
64

65
N/A
66

&7

68
69 -71
72
73
74

75
76
77
78

79
80
81
82

83
84

85
86
a7
88
89



K2

K-3
K-4
K-5
K6
K-7

CITY OF ESTELL MANOR SCHOOL DISTRICT
Table of Contents (Confinued)

SINGLE AUDIT SECTION

Report on Internal Control Over Financial Reporting and on Compliance
and Other Matters Based on an Audit of Financial Statements Performed
in Accordance with Government Auditing Standards

Report on Compliance with Requirements That Could Have a Direct

and Material Effect On Each Major Program and on Internal Control Over
Compliance in Accordance with OMB Circular A-133 and New Jersey
Circular 04-04-OMB

Schedule of Expenditures of Federal Awards - Schedule A

Schedule of Expenditures of State Financial Assistance - Schedule B
Notes {o the Schedules of Awards and Financial Assistance

Schedule of Findings and Questioned Costs

Summary Schedule of Prior Audit Findings

PAGE

80 - 81

92-93
94
95

96 - 97

98 - 100
101




INTRODUCTORY SECTION




Estell Manor School District

128 Cape May Avenue
Estell Manor, New Jersey 08319
609-476-2267
609-476-4205 FAX

Bruce M. Greenfield I. Elizabsth Edwards Jilt M. Kuphe[
Interim Superintendent of Schools School Business Administrator Supervisor of Special Services

October 17, 2012

Honorable President and

Members of the Board of Education
City of Estell Manor Schoot District
County of Atlantic

Estell Manor, New Jersey

The comprehensive annual financial report of the City of Estell Manor School District (District) for the
fiscal year ended June 30, 2012, is hereby submitted. Responsibility for both the accuracy of the data
and completeness and fairness of the presentation, including all disclosures, rests with the
management of the Board of Education {Board). To the best of our knowledge and belief, the data
presented in this report is accurate in all material respects and is reported in a manner designed to
present fairly the financia! position and results of operations of the various funds of the District. All
disclosures necessary to enable the reader to gain an understanding of the District's financial
activities have been included.

The Comprehensive Annual Financial Report is presented in four sections:

The Introductory Section includes this transmittal letter, the District's organizational chart and a
roster of officials,

The Financial Section includes the Independent Auditors’ Report, Management’s Discussion and
Analysis, the Basic Financial Statements and Notes providing an overview of the District's
financial position and operating results, and other schedules providing detailed budgetary
infarmation.

The Statistical Section includes selected financial and demographic information, generally
presented on a multi-year basis.

The Single Audit Section in which the District is required to undergo an annual single audit in
conformity with the Single Audit Act and the U.S. Office of Management and Budget Circular A-
133 "Audits of States, Local Governments, and Non-Profit Organizations’, and State of New
Jersey OMB's Circular 04-04, "Single Audit Policy for Recipients of Federal Grants, State Grants
and State Aid". Information related to this single audit, including the auditor's report on the internal
confrol structure and compliance with applicable laws and regulations and findings and
recommendations, are included in the single audit section of this report.



1) REPORTING ENTITY AND ITS SERVICES

The District is an independent reporting entity within the criteria adopted by the Government
Standards Board (GASB) as established by NCGA No. 3. All funds of the District are included in this
report. The City of Estell Manor Board of Education and all its schools constituie the District's

reporting entity.

The District provides a full range of educational services appropriate to grade levels K through 8.
These included regular education, as well as special education for students with disabilities. The
District completed the 2011-2012 fiscal year with an enroliment of 194 students. The following charts
the student enrollment of the District over the last ten years.

Fiscal _ Student Percent
" Year Enroliment increase/(Decrease)

2011-2012 194 (.5%)
2010-2011 195 {1.2%)
2009-2010 197 (4.8%)
2008-2009 207 (9.2%)
2007-2008 228 4.4%
2006-2007 218 4%
2005-20086 217 (1.4%)
2004-2005 220 1.8%
2003-2004 216 (4.0%
2002-2003 225 (3.2%)

2) ECONOMIC CONDITION AND QUTLOOK

The City of Estell Manor continues to experience a period of very little development.

3} MAJOR INITIATIVES

The Department of Education has raised the minimum requirements in test score results. In
coordination with these requirements, for the 2011-2012 school year an expanded homework help
program continued to be successful. :

Future projects include a 3-year plan to complete HVAC upgrades in the 1995 section of the buitding.
The steam boiler was replaced with an energy efficient oil burner in November of 2010 and in 2011
the corresponding 55 year old pipes were replaced.

There continues to be a central supply system and due to purchasing from discount vendors, the
District has maximized its buying power. Over the past ten years, the District has accumulated over
80 PC computers for students and staff. Annually obselete equipment is replaced as funds allow. All
the computers are part of the District network and all instructional areas have Internet access. A part-
time coordinator oversees technology infusion.

4) INTERNAL ACCOUNTING CONTROLS

Management of the District is responsible for establishing and maintaining internal control structure to
ensure that the assets of the District are protected from loss, theft or misuse and to ensure that
adequate accounting data are compiled to allow for the preparation of financial statements in
conformity with generally accepted accounting principles (GAAP).



internal control structure is designed to provide reasonable, but not absolute, assurance that these
objectives are met. The concept of reasonable assurance recognizes that: (1) the cost of a control
should not exceed the benefits likely to be derived; and (2) the valuation of costs and benefits requires
estimates and judgments by management.

As a recipient of federal awards and state financial assistance, the District also is responsible for
ensuring that adequate internal controls are in place to ensure compliance with applicable laws and
regulations related to those programs. Internal control is also subject to pericdic evaluation by the
District management. As part of the District's single audit described earier, tests are made to
determine the adequacy of internal control, including that portion related to federal awards and state
financial assistance programs, as well as to determine that the District has complied with applicable
laws and regulations.

5) BUDGETARY CONTROLS

In addition to internal accounting controls, the District maintains budgetary controls. The objectives of
these budgetary controls are to ensure compliance with legal provisions embodied in the annual
appropriated budget approved by the voters of the municipality. Annual appropriated budgets are
adopted for the general fund, the special revenue fund, and the debt service fund. Project-length
budgets are approved for the capital improvements accounted for in the capital projects fund. The
final budget amount as amended for the fiscal year is reflected in the financial section.

An encumbrance accounting system is used to record outstanding purchase commitments on a line
item basis. Open encumbrances at year-end are either canceled or are included as reappropriations
of fund balance in the subsequent year. Those amounts to be reappropriated are reported as
reservations of fund balance at June 30, 2012.

6) ACCOUNTING SYSTEM AND REPORTS

The District's accounting records reflect accounting principles generally accepted in the United States
of America, as promulgated by the Governmental Accounting Standards Board (GASB). The
accounting system of the District is organized on the basis of funds and account groups. These funds
and account groups are explained in "Notes to the Financial Statements”.

7) CASH MANAGEMENT

The investment policy of the District is guided in large part by state statute as detailed in "Notes io the
Financial Statements”. The District has adopted a cash management plan that requires it to deposit
public funds in public depositories protected from loss under the provisions of the Governmental Unit
Deposit Protection Act ("GUDPA"). GUDPA was enacted in 1970 to protect Governmental Units from
a loss of funds on deposit with a failed banking institution in New Jersey. The law requires
governmental units to deposit public funds only in public depositories located in New Jersey, where
the funds are secured in accordance with the Act.

8) RISK MANAGEMENT

The Board of Education is a member of the Atlantic and Cape May Counties School Business Officials
Joint Insurance Fund (ACCASBOJIF). This fund was formed under the provisions of NJSA 18A: 18A
1-10. The fund commenced operations on July 1, 1981, The ACCASBOJIF provides members with a
long-term alternative to the conventional insurance marketplace and is a means of stabilizing the
otherwise cyclical nature of insurance expenditures.



The Fund provides the following coverage:

e Property, including buildings, contents, inland marine, crime, boiler and machinery and
auto physical damage

¢ (General Liability, including school board legal liability

e Automobile Liability

¢  Workers' Compensation

The Fund provides coverage to its members either directly or through the commercial insurance
market, through one or more of the following vehicles: excess insurance, reinsurance or an excess
property and casualty joint insurance fund.

ACCASBOJIF MISSION STATEMENT: The fund's mission statement is as follows: “The
ACCASBOJIF is committed to uniting local school districts in a joint effort to better manage their risks
and assure fiscal stability by providing cost effective, comprehensive insurance coverage and
minimizing losses through proactive membership involvement in claims management and loss
prevention activities.

The District also purchases Student Accident Insurance for all students and coverage for all school
volunteers.

9) OTHER INFORMATION

Independent Audit - State statutes require an annual audit by independent certified public accountants
or registered municipal accountants. The accounting firm of Preziosi Nicholson & Associates, CPA’s
was selected by the Board., In addition to meeting the requirements set forth in state statutes, the
audit also was designed to meet the requirements of the Single Audit Act and the related OMB
Circular A-133 “Audits of States, Local Governments, and Non-Profit Organizations”, and State of
New Jersey Circular 04-04-OMB, "Single Audit Policy for Recipients of Federal Grants, State Grants
and State Aid". The auditor's report on the basic financial statements and detailed schedules is
included in the financial section of this report. The auditor's reporis related specifically to the single
audit are included in the single audit section of this report. :

10) ACKNOWLEDGMENTS

We would like to express our appreciation to the members of the City of Estell Manor School Board
for their concern in providing fiscal accountability to the citizens and taxpayers of the school district
and thereby contributing their full support to the development and maintenance of our financial
operation. The preparation of this report could not have been accomplished without the efficient and
dedicated services of our adminisiration and business staff.

Respectfully submitted,

Bruce ofl. Sreenfield. fd. D.
Bruce M. Greenfield
interim Superintendent

|. Elizabeth Edwards
Business Administrator/Board Secretary
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PREZIOSI-NICHOLSON

& ASSOCIATES PA
Certified Public Accountants

INDEPENDENT AUDITORS' REPORT

Henorable President and

Members of the Board of Education
City of Estell Manor School District
County of Atlantic

Estell Manor, New Jersey

We have audited the accompanying financial statements of the governmental activities, the business-type
activities and each major fund and the aggregate remaining fund information of the Board of Education of the City
of Estell Manor School District in the Couniy of Atfantic, State of New Jersey, as of and for the fiscal year ended
June 30, 2012, which collectively comprise the District's basic financial statements as listed in the table of
contents. These financial statements are the responsibility of the City of Estell Manor School District's
management. Our responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America;
the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States; and in compliance with audit requiremenis as prescribed by the Division
of Finance, Department of Education, State of New Jersey. Those standards require that we plan and perform the
zudit fo obtain reascnable assurance about whether the financial statements are free of material misstatement.
An audit includes consideration of internal control over financial reporting as a basis for designing audit
procedures that are appropriate in the circurnstances, but not for the purposes of expressing an opinion on the
effectiveness of the District’s internal contrel over financial reporting. Accordingly, we express no such opinion.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, business-type activities, each major fund, and the aggregate
remaining fund information of the City of Estell Manor School District in the County of Atlantic, State of New Jersey
as of June 30, 2012, and the respective changes in financial position and cash flows, where applicable, for the
year then ended in conformity with accounting principles generally accepted in the United States of America.

fn accordance with Government Auditing Standards, we have also issued a report dated October 17, 2012 on our
consideration of the City of Estell Manor School District's internal control over financial reporting and our tests of
its compliance with certain provisions of laws, regulations, contracts and grant agreements and other matters.
The purpose of that report is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not o provide an copinion on the internal control over financial
reporting or on compliance. That repert is an iniegral part of an audit periormed in accordance with Government
Auditing Standards and should be considered in assessing the results of our audit.



Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis and budgetary comparison information listed in the table of contents be presented to
supplement the basic financial statements. Such information, although not part of the basic financial statements,
is required by the Governmental Accounting Standards Board who considers i to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, econormic, or historical context.
We have applied certain limited procedures to the required supptementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of management about
the methods of preparing the information and comparing the information for consistency with management's
responses to our inguiries, the basic financial statements, and other knowledge we obtained during our audit of the
basic financial statements. We do not express an opinion or provide any assurance on the information because of
the limited procedures do not pravide us with sufficient evidence to express an opinion or provide any assurance.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the City of Estell Manor School District's basic financial statements. The accompanying combining statements
and related major fund supporting statemenis and schedules and Schedules of Expenditures of Federal Awards
and State Financial Assistance, as required by U.S. Office of Management and Budget Circular A-133, Audifs of
States, Local Governments, and Non-Profit Organizations; and State of New Jersey OMB's Circular 04-04, Single
Audit Policy for Recipients of Federal Grants, Slate Granis and State Aid, are presented for purposes of additional
analysis and are not a required part of the financial statements. Such information is the responsibility of
management and was derived from and relates directly to the underlying accounting and other records used to
prepare the financial statements. The information has been subjected to the auditing procedures applied in the
audit of the financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the financial statements
themselves, and other additional procedures in accordance with the auditing standards generally accepted in the
United States of America. In our opinion, the accompanying combining statements and schedules and Schedules
of Expendiiures of Federal Awards and State Financial Assistance are fairly stated in all material respects in
relation to the financial statements as a whole.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the City of Estell Manor School District’s basic financial statements. The introductory section and statistical
information are presented for the purpose of additional analysis and are not a required part of the basic financial
statements. Such information has not been subjected to the auditing procedures applied in the audit of the basic
financial statements and, accordingly, we express no opinion or provide any assurance on it.

PREZIOSI - NICHOLSON & ASSOCIATES
Certified Public Accountants

Timas M Lozt

James M. Preziosi
Certified Public Accountant
Public School Accountant No. CS 01141

October 17, 2012
Millville, NJ
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CITY OF ESTELL MANOR SCHOOL DISTRICT

Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2012

This section of the City of Estell Manor Board of Education School District's (the District) annual financial
report presents our discussion and analysis of the District's financial performance during the year ended
June 30, 2012. Please read it in conjunciion with the transmittal letter at the front of this report and the
District’s financial statements, which immediately follows this section.

FINANCIAL HIGHLIGHTS
Key financial highlights for 2012 are as follows:

Exhibit A-1
Net Assets for Governmental and Business-Type activities were $3,891,129 and $15,395,
respectively

Exhibit A-2
Net Assets for both activities increased by $193,633.

Exhibit B-1
The General Fund, fund balance as of June 30, 2012 was $172,774 an increase of $101,817
when compared with the beginning balance as of July 1, 2011 of $71,157.

Exhibit I-1
The District's outstanding debt at June 30, 2012 is $638,000

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the District's basic financial
statements. Comparison to the prior year's activity is provided in this document. The basic financial
statements are comprised of three components:

1. District-Wide Financial Statements
2. Fund Financial Statements
3. Notes to Basic Financial Statements

This report also contains other supplementary information in addition to the basic financial statements.

District-Wide Financial Statements

The district-wide statements report information about the District as a whole using accounting methods
similar to those used by private-sector companies. The statement of net assets includes all of the
government’'s assets and liabilities. All of the current year's revenues and expenses are accounted for in
the statement of activities regardless of when cash is received or paid.

The two district-wide statements report net assets and how they have changed. Net assets, the difference
between the District's assets and liabilities, is one way to measure the District’s financial health or
position. The district-wide financial statements include the Governmental Activities. Most of the District's
basic services are included here, such as instruction, extracurricular activities, curriculum and staff
development, health services and general administration. Properiy taxes and grants finance most of
these activities.

10



CITY OF ESTELL MANOR SCHOOL DISTRICT

Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2012

Fund Financial Statements

The fund financial statements provide more detailed information about the District's most significant funds
- not the District as a whole. The School District uses many funds to account for a multifude of financial
transactions. The School District’s governmental funds are the General Fund, Special Revenue Fund,
Capital Projects Fund, and Debt Service Fund. .

The District has the following kinds of funds:

Governmental Funds - Most of the District's basic services are included in governmental funds,
which focus on (1) how cash and other financial assets that can readily be converied to cash flow
in and out and (2) the balances left at year-end that are available for spending. Conseguently,
the governmental fund statements provide a detailed short-term view that heips you determine
whether there are more or fewer financial resources that can be spent in the near future to
finance the District’s programs. Because this information does not encompass the additional
long-term focus of the district-wide staternents, we provide additional information at the bottom of
the governmental funds statement, or on the subsequent page, that explain the relationship (or
differences) between them.

Proprietary Funds - Services for which the District charges customers a fee are generally
reported in proprietary funds. Proprietary funds, like the government-wide statements, provide

both long-term and short-term financiai information.

Fiduciary Funds - The District is the trustee, or fiduciary, for certain funds. It is also responsible
for other assets that - because of a trust arrangement - can be used only for the trust
beneficiaries. The District is responsible for ensuring that the assets reported in these funds are
used for their intended purposes. All of the District’s fiduciary activities are reported in a separate
statement of fiduciary net assets and a stalement of changes in fiduciary net assets. We exciude
these activities from the districi-wide financial staiements because the District cannot use these

assets to finance ils operations.

DISTRICT-WIDE FINCNIAL ANALYSIS

Net Assets

The Statement of Net Assets reports all financial and capital resources. The statement presents the
assets and liabilities in order of relative liguidity. The liabilities with average maturities greater than one
year are reported in two components — the amount due within one year and the amount due in mere than
one year. The difference between the District's assets and liabilities is its net assets.

11



CITY OF ESTELL MANOR SCHOOL DISTRICT

Management’s Discussion and Analysis
or the Fiscal Year Ended June 30, 2012

DISTRICT-WIDE FINCNIAL ANALYSIS

Net Assets
Comparative Summary of Net Assets
Governmental Activitles Business-Type Activities
June 30, 2012  June 30, 2011 June 30, 2012 June 30, 2011
Assets
Current and Qiher Assets $ 382,737 % 212,816 % 33,015 § 39,690
Capital Assets; net 4,503,592 4 597,969 60 245
Total Assets 4,898,329 4.810,785 33,075 39,935
Liabilities
Current Liabilities 233,006 256,747 17,680 32,098
Other Liabilities 772,194 848,983
Total Liabilities 1,005,200 1,105,730 17,880 32,008
Net Assets
Invested in Capital Assets, Net of Debt 3,865,592 3,358,969 60 245
Restricted 103,010 85,430
Unrestricted (77.473) (240,344) 15,335 7,502
TOTAL NET ASSETS $ 3881120 § 3,706,055 §% " 15,395 % 7,837

12



CITY OF ESTELL MANOR SCHOOL DISTRICT

Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2012

DISTRICT-WIDE FINCNIAL ANALYSIS

Net Assets

CHANGE [N NET ASSETS
Governmental Activities Business-Type Activities

June 30, 2012 June 30, 2011 June 30, 2012 June 30, 2011

Program Revenues

Charges for Services 5 - 3 - % - 88,120 % 62,365

Grants and Confributions 525,107 498,768 24,936 29,060
General Revenues

Property Taxes 2,356,613 2,430,006

Grants and Enfitlements 1,820,008 1,774,301

Other 28,278 16,712 9 1
Totat Revenues 4,730,007 4,719,787 93,065 91,426

Program Expenses

instruction 1,568,532 1,414,877
Support Services 2,793,858 3,004,093
Unailocated Depreciation 135,648 143,138
Interest on Debt 23,214 32,314
Bebt Service Assessment 7,027 11,622
Enterprise 96,161 95,555
Total Expenses 4,533 279 4,606,044 56,161 95,555
Change in Nef Assets 196,728 113,743 (3,096) (4,129)
Transfers {10,654) (9,448) 10,654 8,446
' Net Assets, July 1 3,705,055 3,600,758 7837 2,520
Net Assets, June 30 $ 3,891,129 $ 3,705,055 % 15,395 $ 7,837

13



CITY OF ESTELL MANOR SCHOOL DISTRICT

Management's Discussicn and Analysis
Faor the Fiscal Year Ended June 30, 2012

FINANCIAL ANALYSIS OF THE DISTRICT’S FUNDS

The financial performance of the District as a whole is also reflected in the governmental funds which are
accounted for by using the modified accrual basis of accounting. As of the end of the current fiscal year,
the District's governmental funds reported combining ending fund balances of:

June 30, 2012 June 30, 2011 Change

Restricted

Capital Reserve $ 56,015 $ 16,015 $ 40,000

Excess Surplus 2,444 2,444
Assigned

Encumbrances 44 551 69,415 ( 24 864}
Unassigned

General Fund 69,764 (14,274 84,038
Total $ 172,774 $ 71,156 % 101,618

GENERAL FUND BUDGETARY HIGHLIGHTS

The Disfrict’s budget is prepared according to New Jersey law, and is based on accounting for certain
transactions on a basis of cash receipts, disbursements, and encumbrances. The most significant
budgeted fund is the General Fund,

Qver the course of the year, ihe District revised the annual operating budget severai times. Revisions in
the budget were made to recognize revenues that were not anticipated and to prevent over-expenditures
in specific line item accounts.

Original Revised Expended
General Fund b 41674617 § 4263824 § 4,148,334
On-Behalf Non-Budgeted
TPAF Pension Contribution 136,240
TPAF Social Securily 92,907

$ 4,167,461 % 4478098 § 4,377,481
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CITY OF ESTELL MANOR SCHOOL DISTRICT

Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2012

GENERAL FUND BUDGETARY HIGHLIGHTS

Revenues

The General Fund proposed budget, estimated revenues at $4,167,461. Actual revenues, not including
on-behaif contributions for Pension and Social Security, were $4,265,368.

Expenditures

The General Fund adopted expenditures were budgeted at $4,167,461. Actual expenditures, not
including on-behalf contributions for Pension and Social Security, were $4,148,334.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

At the end of fiscal year 2012, the School District had $6,474,140 invested in land, building, furniture and
equipment. Cost of capital assets increased by $41,271 from fiscal year 2011 to fiscal year 2012. For
more detailed information, please refer to the Notes to the Financial Statements.

Debt Administration

At the end of fiscal year 2012, the School District had $772,194 of outstanding debt. Of this amount,
$134,194 s for compensated absences and $638,000 is for general obligation bonds.

CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT

This financial report is designed to provide a summary of the financial condition of School District.
Questions concerning any of the information provided in this report should be addressed to:

School Business Administrator/Board Secretary
City of Estell Manor School District

128 Cape May Avenue

Estell Manor, NJ 08312

609.476.2828
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BASIC FINANCIAL STATEMENTS



DISTRICT-WIDE FINANClAL STATEMENTS



ASSETS

Cash and Cash Equivalents

Accounts Receivable
Interfunds Receivable
State of New Jersey
Federal Government
Other

Inventory

Resftricted Assets
Cash Reserve Accounis

Capital Assets, Net

Total Assets

LIABILITIES
Liabilities

Accounts Payable

Accrued Interest Payable

Deferred Revenue

Interfunds Payable

Noncurrent Liabilities
Due Within One Year
Due Beyond One Year

Total Liabilities

NET ASSETS

Invested in Capital Assets, Net of Related Debt

Restricted For
Debt Service
Other Purposes

Unrestricted

Total Net Assets

CITY OF ESTELL MANOR SCHOOL DISTRICT

Statement of Net Assets
June 30, 2012

See Accompanying Notes to the Basic Financial Statements

Exhibit A-1

Governmental Business-Type
Activifies Activities Total

§ 23348284 $ 2477855 $ 258,269.39
54,189.06 54,199.06
6,544.00 18.52 8,562.52

42 486,00 421.25 42,907.25
1,100.00 1,100.00

6,608.28 6,698.28

56,015.14 56,015.14

4 503,591.95 60.42 4 503,652.37
4,896,328.9¢ 33,075.02 4,929 404,01
165,020.78 13,643.12 178,663.90
13,043.17 13,043.17
6,152.24 6,152.24
48,788.80 4,036.45 52,826.25
100,000.00 100,000.00
672,193.85 672,193.85
1,005,199.84 17,679.57 1,022,879.41
3,865,581.95 60.42 3,865,652.37
{0.31) 0.31)
103,010.53 103,010.53
(77,473.02) _15,335.03 (62,137.9%)
$3,801,129.15 $ 15,395.45 $ 3,906,524 .60
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FUND FINANCIAL STATEMENTS



GOVERNMENTAL FUNDS



ASSETS
Cash and Cash Equivalents
Accounts Receivable
Tax Levy
Interfunds Receivable
Due from Other Governmenis
Resiricted Cash and Cash Equivalents

Total Assets

LIABILITIES AND FUND BALANCES
Liabilities
Accounts Payable
Deferred Revenue
interfunds Payable

Total Liabilities

FUUNDS BALANCES
Restricted
Capital Reserve
Debt Service
Excess Surplus
Assigned
Other Purposes
Unassigned

Total Fund Balance

Total Liabilities and Fund Balances

Exhibit B-1
CITY OF ESTELL MANOR SCHOOL DISTRICT
Governmental Funds
Balance Sheet
June 30, 2012

See Accompanying Notes to the Basic Financial Statements

General Special Capital Debt Service

Fund Revenue Fund Projects Fund Fund Total
$ 21753830 $ 1595454 - 3 - $ 23349284
54,199.06 54,198.06
5,544.00 42,486.00 49,030.00
56,015.14 56,015.14
$ 334,206.50 § 58440.54 3 - 3 - § 392,737.04
$ 161.521.97 % 3,498.81 $ - $ - $ 165,020.78
6,152.24 6,152,24
48 789.49 0.31 48,789.80
161,521.97 58,440.54 - 0.31 219,962.82
56,015.14 56,015.14
- (0.31) {0.31)
2,444.05 2,444 .05
44,551.34 44.551.34
59,764.00 69,764.00
172,774.53 - - {0.31) 172,774.22
$  334,206.50 3 58,440.54 3 - 5 - § 392,737.04
Total Governmental Fund Balances $ 172,774.22

Amounts reported for governmental activities in the Statement
of Net Assets are different because:

Capital assets used in governmental activities are not financial
resources and therefore are not reported as assets in governmental
funds and consist of:

Cost of Capital Assets 8,467 555,94
Accumulated Depreciation (1,963,963.99)

Long-Term liabilities, including bonds payable, are not due and
payable in the current period and therefore are not reported as
fiabilities in the funds. Long-Term liabilities consist of:

Accrued Interest (13,043.17)

Bond Payable (638,000.00)

Compensated Absences Payable (134,193.85)
Total Net Assets - Governmental Activities $ 3,6891,128.15
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REVENUES
Local Sources
Local Tax Levy
Interest Earned
Miscellaneous

Federal Sources
State Sources

Total Revenues

EXPENDITURES

Current
Regular Instruction
Special Education Instruction
School Sponsored Activities

Support Services
Tuition
Student and Instruction
General Administration
School Administrative
Central Services
Plant Operaticns and Maintenance
Pupil Transportation
Employee Benefits

Debt Service
Principal
Interest

Capital Qutiay

Total Expenditures

Excess (Deficiency) of Revenues
Over Expenditures

OTHER FINANCING SOURCES (USES)
Transfers Out

Total Other Financing Sources (Uses}
Net Changes in Fund Balance
Fund Balance, July 1

Fund Balance, June 30

Governmental Funds
Statement of Revenues, Expenses and Changes in Fund Balances
For The Fiscal Year Ended June 30, 2012

CITY OF ESTELL MANOR SCHOCL DISTRICT

See Accompanying Notes to the Basic Financial Statements

Exhibit B-2

General Special Capital Debt Service
Fund Revenue Fund Projects Fund Fund Total
$2226355.00 § - $ - $ 130,258.00 $ 2,356,613.00
g75.00 875.00
27,302.80 27,302.80
2,254,632.80 - - 130,258.00 2,384,890.80
20,264.00 120,6492.01 140,913.01
2,204,202.64 2,204,202.64
4,479,099.44 120,649.01 - 130,258.00 4.730,008.45
857,200.30 79,322.01 936,522.31
174,656.59 174,656.59
7,832.50 7,832.50
1,414,865.83 1,414,965.83
283,543.94 26,532.00 310,075,654
75,186.58 75,188.58
100,205.00 100,205.00
105,489.24 105,480.24
340,122.21 340,122.21
226,035.78 226,035.78
729,399.79 729,369.79
100,000.00 100,000.00
30,258.00 30,258.00
52,189.42 14,795.00 66,984.42
4,366,827 .18 120,649.01 - 130,258.00 4,617,734.19
112,272.26 - - - 112,272.26
(10,654.32) (10,654.32)
(10,654.32) - - - {10.654.32)
101,617.94 - - - 101,617.94
71,156.59 - {0.31) 74.156.28
$ 17277453 % - $ - $ (0.31) $§ 172,774.22
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CITY OF ESTELL MANOR SCHOOL DISTRICT

Reconciliation of the Statement of Revenues, Expenditures, and Changes in Fund Balance

of Governmental Funds to the Statement of Activities
For The Fiscal Year Ended June 30, 2012

See Accompanying Notes to the Basic Financial Statements

Total Net Change in Fund Balances - Governmental Funds

Amounts reported for Governmental Activities in the Statement
of Activities are different because:

Capital outiays are reported in governmental funds as expenditures.
However, in the Statement of Activities, the cost of those asssts is
aliocated over their estimated useful lives as depreciation expense.
This is the amount by which capital outlays exceeded depreciation
in the current fiscal year.

Depreciation Expense

Capital Outiays ]

Debt Service Assessment Charged to Capital Qutlay
Non-capital Expenditures Charged to Capital Outlay

Repayment of bond principle is an expenditure in the governmental
funds, but the repayment reduces long-term liabilities in the Statement
of Net Assets and is not reported in the Statement of Activities.
Repayments of Debt
in the Statement of Activities, certain operating expenses, e.q., compensated
absences are measured by the amounts eamed during the year. In the
governmental funds, however, expenditures for these itemns are reported
in the amount of financial resources used (paid).

{Increase) Decrease in Accrued Compensated Absences

in the Statement of Activities, interest on long-term debt is accrued, regardless
of when due. In the governmental funds, interest is reperted when due.

{Increase) Decrease in Accrued Interest

Change in Net Assets of Governmental Activities

(B-2)

3

Exhibit B-3

101,617.94

(135,648.09)
66,984.42

(7.027.00)

(18,686.42)

100,000.00

76,789.16

2,044.38

186,074.39
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PROPRIETARY FUNDS



CITY OF ESTELL MANOR SCHOOL DISTRICT
Proprietary Funds
Statement of Net Assets
June 30, 2012

See Accompanying Notes to the Basic Financial Statements

ASSETS

Current Asseats
Cash and Cash Equivalents
Accounts Receivahle
Stafe
Federal
Other
Inventories

Total Current Assets
Noncurrent Assets
Equipment
Less: Accumulated Depreciation
Total Noncurrent Assets
Total Assets
LIABILITIES
Current Liabilities
Accounts Payable
Interfund Payable
Total Current Liabilities
NET ASSETS
Invested in Capital Assets Net of Related Debt

Unrestricted

Total Net Assets

Enterprise Fund

Exhibit B-4

Food Service Playgroup

Fund Childcare Total
$ 13,643.12 $ 1113343 24,776.55
18.52 18.52
421.25 421.25
1,100.00 1,100.060
6,698.28 6,698.28
20,781.17 12,233.43 33,014.60
6,583.74 6,583.74
6,523.32 6,523.32
60.42 - 650.42
20,841.59 12,233.43 33,075.02
13,643.12 - 13,643.12
4,036.45 4,036.45
17,679.57 - 17,679.57
60.42 60.42
3,101.60 12,233.43 15,335.08
$ 3.162.02 $ 12,233.43 $ 15,395.45
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CITY OF ESTELL MANOR SCHOOL DISTRICT

Proprietary Funds

Statement of Revenues, Expenses, and Changes in Fund Net Assets
For The Fiscal Year Ended June 30, 2012

See Accompanying Notes to the Basic Financial Statements

OPERATING REVENUES
Charges For Services
Daily Sales
Reimbursable Programs
Non-Reimbursable Programs
Community Service Activities

Total Operating Revenue

OPERATING EXPENSES
Cost of Sales
Salaries
Employee Benefits
General Supplies
Management Fee
Depreciation

Total Operating Expenses
Qperating Income (Loss)
NONOPERATING REVENUES {EXPENSES)
State Sources
State School Lunch and Breakfast Program
Federal Sources
National School Lunch and Breakfast Program
Food Distribution Program
Interest on Investments
Total Nonoperating Revenues (Expenses)
Income (Loss) Before Contributions and Transfers
Transfers In/{Out)
Change in Net Assets
Net Assets, July 1

Net Assets, June 30

Enterprise Fund

Exhibit B-5

Food Service Playgroup

Fund Childcare Total
$ 3288160 $ - $  32,981.80
9,560.22 9,560.22
25,578.00 25,578.00
42 541.82 25,578.00 68,119.82
31,419.27 31,419.27
27,843.82 18,685.22 45,529.04
5,254 .69 5,254.69
3,687.24 852.73 4,430.97
8,333.98 8,333.08
184.92 184.92
76,623.92 19,537.95 96,161.87
(34,082.10) 6,040.05 (28,042.05)
733.92 733.92
17,758.61 17,758.61
6,443.47 6,443 47
9.89 - .89
24,945.89 - 24,945.89
(9,136.21) 6,040.05 (3,096.16)
10,654.32 - 10,654.32
1,518.11 6,040.05 7,558.16
1,643.91 6,193.38 7,837.29
$ 3,162.02 $  12,233.43 $ 15,395 .45
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CITY OF ESTELL MANOR SCHOOL DISTRICT
Proprietary Funds
Statement of Cash Flows
For The Fiscal Year Ended June 30, 2012

See Accompanying Notes to the Basic Financial Statements

Enterprise Fund

Exhibit B-6

Food Service Playgroup
Fund Childcare Tofal
CASH FLOW FROM OPERATING ACTIMITIES
Receipts From Customers and Other Funds $ 42 541.82 3 25,278.00 $ 67,819.82
Payments to Employees (33,098.51) (18,685.22) (51,783.73)
Payments to Suppliers {61,500.79) (2,399.08) (63,899.88)
Net Cash Provided By (Used In) Operating Activities (52,057 .48) 4,193.69 {(47,863.79)
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
State Sources 760.35 760.35
Federal Sources 24,852.74 24,852.74
Operating Subsidies and Transfers ‘ 20,090.90 - 20,099.90
Net Cash Provided By (Used in) Noncapital Financing Activities 45,712.29 - 45,712.99
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Purchase of Capital Assets -
Net Cash Provided By {(Used In) Capital and Related Financing Activities - - -
CASH FLOWS FROM INVESTING ACTWITIES
Interest on Investments 9.89 9.89
Net Cash Provided By (Used In) [nvesting Activities 9.89 - 9.89
Net Increase {Decrease) In Cash and Cash Equivalents (6,334.60}) 4193.69 {2,140.91)
Cash and Cash Equivalents, July 1 19,977.72 6,939.74 26,917.48
Cash and Cash Equivalents, June 30 3 13,643.12 % 11,133.43 $ 24,776.55
Reconciliation of Operating Income (Loss) to Net Cash Provided By (Used In) Operating Activities
Operating Income (Loss) 3 {34,082.10} $ 8,040.05 $  {28,042.05)
Adjustments {o recongile Operating Income (Loss) to Net Cash Provided
By (Used In) Operating Activities
Depreciation 184.92 184.92
(Increase) Decrease -
Accounis Receivabie (300.00) -(300.00)
Inventories (1,252.26) (1,252.26)
Ofther Current Assets -
Increase (Decrease) -
Accounts Payable (16,908.04) {1,546.36) (18,454 .40)
Accrued Expenses -
3 4,193.69 $  (47,863.79)

Net Cash Provided By (Used In) Operating Activities §  (52,057.48)
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FIDUCIARY FUNDS



ASSETS

Cash and Cash Equivalents
Interfunds Receivable

Total Assets

LIABILITIES

Interfunds Payahle

Payroll Withholding

Due to Student Groups
Total Liabilities

NET ASSETS
Held in Trust

Total Net Assets

CITY OF ESTELL MANOR SCHOOL DISTRICT
Fiduciary Funds
Statement of Fiduciary Net Assets
June 30, 2012

See Accompanying Notes to the Basic Financial Statements

Trust Funds

Exhibit 8-7

Unemployment Scholarship Agency
Compensation Trust Fund
$ 11,503.37 L3 5,382.85 268,418¢.61
2,256.54
13,759.91 5,382.65 26,419.61
3,629.35
5,546.59
17,243.67
- - 26,419.61
13,759.91 5,382.65

3 13,759.81 $ 5,382.65
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ADDITIONS
Contributions

Total Contributions

Investment Eamings
Interest

Tetal Investment Earnings
Total Additions
DEDUCTIONS
Quarterly Contribution Report
Unemployment Claims
Administrative Expenses
Awards and Scholarships
Total Deductions
Change in Net Assets
Net Assets, July 1

Net Assets, June 30

CITY OF ESTELL MANOR SCHOOL DISTRICT
Fiduciary Funds
Statement of Changes in Fiduciary Net Assets
For The Fiscal Year Ended June 30, 2012

See Accompanying Notes to the Basic Financial Statements

Exhibit B-8

Trust Funds
Unemployment Scholarship
Compensation Trust Total
$ - $ 200.00 $ 200.00
- 200.00 200.00
29.77 11.89 41.66
29.77 11.89 41.66
29.77 211.89 241.66
10,399.04 10,399.04
354.83 177.89 532.72
200.00 200.00
10,753.87 377.89 11,131.76
(10,724.10) {168.00) (10,890.10)
24,484.01 5,648.65 30,032.66
$ 13,759.91 $ 5,382.65 $ 19,142.56
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NOTES TO FINANCIAL STATEMENTS



NOTE1

CITY OF ESTELL MANOR OF SCHOOL D!STRICT
MNotes to Financial Statements
June 30, 2012

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Description_of the Reporting Entity — The City of Estell Manor School District (hereafter
referred to as the "District”) is a Type |l district located in the County of Atlantic, State of New
Jersey. As a Type |l district, the School District functions independently through a Board of
Education. The Board is comprised of five members elected to three year terms. The purpose of
the District is to provide educational services for students in grades K-8. Students in grades 9-12
attend the Buena Regional High School.

The primary criterion for including activities within the School District’s reporiing entity, as set forth
in Section 2100 of the GASB Codification of Governmental Accounting and Financial Reporting
Standards, is the degree of oversight respansibility maintained by the School District. Oversight
responsibility includes financial interdependency, selection of governing authority, designation of
management, ability to significantly influence operations and accountability for fiscal matters. The
combined financial statements include all funds of the District over which the Board exercises
operating control. There were no additional entities required to be included in the reporting entity
under the criteria as described above, in the current fiscal year. Furthermore, the District is not
included in any other reporiing entity on the basis of such criteria.

Basis of Presentation

The financial statements of the District have been prepared in conformity with accounting
principles generally accepted in the United States of America (GAAP) as applied to government
units. The Govemmental Accouniing Standards Board (GASB) is the accepted standard-setting
body for establishing governmental accounting and financial reporting principles. The District also
applies Financial Accounting Standards Board (FASB) Statements and Interpretations issued on
or before November 30, 1889, to its governmental and business-type activities, and to its
proprietary funds, provided they do not conflict with or contradict GASB pronouncements. The
more significant of the School Distriet's accounting policies are described in this Note. The
District's basfs financial statements consist of government-wide statements, including a statement
of nét assets and a statement of activilies, and fund financial statements, which provide more
detailed ievel of financial information.

Government-Wide Statements

The statement of net assets and the statement of activities display information about the
District as a whole. These statements include the financial activities of the primary
government, except for fiduciary funds. The statements distinguish between those activities
of the District that are governmental and those ihat are considered business-type activities.
The statement of net assets presents the financial condition of the governmental and
husiness-type aclivities of the District at fiscal year end. The statement of activities presents
a comparison between direct expenses and program revenues for each program or function
of the Districts governmental activities and for the business-fype activities of the District.
Direct expenses are those that are specifically associated with a service, program, or
department and, therefore, clearly identifiable to a particular function. The policy of the
District is to not allocate indirect expenses to functions in the statement of activities.
Program revenues include charges paid by the recipient of the goods or services offered by
the program, grants, and contributions that are restricted to meeting the operational or capital
requirements of a particular program, and interest earned on granis that is required fo be
used to support a particular program. Revenues, which are not classified as program
revenues, are presenied as general revenues of the District, with certain limited exceptions.
The comparison of direct expenses with program revenues identifies the extent to which
each business segment or governmental function is self-financing or draws from the general
revenues of the District.
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CITY OF ESTELL MANOR OF SCHOOL DISTRICT
Notes to Financial Statements
June 30, 2012

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

Fund Financial Statements

During the fiscal year, the District segregates transactions related to certain District functions
or activities in separate funds in order fo aid financial management and to demonstrate legal
compliance., Fund financial statements are designed to present financial information of the
District at this more detailed level. The focus of governmental and enterprise fund financial
statements is on major funds. Each major fund is presented in a single column. The
fiduciary fund is reported by fype. The District uses funds to maintain its financial records
during the fiscal year. A fund is defined as a fiscal and accounting entity with a seli-
balancing set of accounts. There are three categories of funds: governmental, proprietary,
and fiduciary. : '

Governmental Fund Types

Governmentat funds are those through which most governmental functions typically are financed.
Governmental fund reporting focuses on the sources, uses, and balances of current financial
resources. Expendable assets are assigned to the various governmental funds according to the
purposes for which they may or must be used. Current liabilities are assigned to the fund from
which they will be paid. The difference between governmental fund assets and liabilities is
reported as fund balance. The following are the District's major governmental funds.

General Fund - The General Fund is the general operating fund of the District. It is used to
account for all financial resources except these required to be accounted for in another fund.
Included are certain expenditures for vehicles and movable instructional or noninstructional
equipment which are classified in the Capital Outlay subfund.

As required by the New Jersey State Department of Education, the District includes budgeted
Capital Outlay in this fund. Generally accepted accounting principles as they pertain to
governmental entities state that General Fund resources may be used to directly finance
capital auflays for long-lived improvements as long as the resources in such cases are
derived exclusively from unrestricted revenues.

Resources for budgeted capital outlay purposes are normally derived from State of New
Jersey Aid, district taxes and appropriated fund balance. Expenditures are those that result in
the acquisition of or additions to fixed assets for land, existing buildings, improvements of
grounds, construction of buildings, additions to or remodeling of buildings and the purchase of
built-in equipment.

Special Revenue Fund - The Special Revenue Fund is used to account for the proceads of
specific revenue sources that are- legally restricted fo expenditures for specified purposes
other than debt service or capital projects.

Capital Projects Fund - The Capital Projects Fund is used to account for and report financial
resources that are restricted, commitied, or assigned expenditures for capital outlays,
including acquisition or construction of capital facilities and other capital assets. The financial
resources are derived from temporary notes or serial bonds that are specifically authorized by
the voters as a separate question on the ballot either during the annual election or at a special
election.

Debt Service Fund - The Debi Service Fund is used to account for and report financial
rescurces that are restricted, committed, or assigned to expenditures for principal and
interest.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Proprietary EFund Types

Proprietary Funds are used to account for and report for the District's ongoing activities, which are
similar to those found in the private sector.

Enterprise Funds - The Enterprise Funds are utilized to account for operations that are
financed and operated in a manner similar to private business enterprises -- where the intent
of the District is that the costs (i.e. expenses including depreciation and indirect costs) of
providing goods or services to the students on a continuing basis be financed or recovered
primarily through user charges; or, where the District has decided that periodic determination
of revenues eamed, expenses incurred, and/or net income is appropriate for capital
maintenance, public policy, management control, accountability or cther purposes.

The District's Enterprise Fund is comprised of the After School Care and Food Service Fund.

Al proprietary funds are accounted for on a cost of services or "capital maintenance”
measurement focus. This means that all asseis and all liabilities, whether current or noncurrent,
associated with their activity are included on their balance sheets. Their reported fund equity (net
asset) is segregated into investment in capital assets, net of related debt, and unrestricted net
assets, if applicable. Proprietary fund type operating statements present increases (revenues)
and decreases {expenses) in net total assets.

Depreciation of all exhaustive fixed assets used by proprietary funds is charged as an expense
against their operations. Accumulated depreciation is reported on proprietary fund balance
sheets. Depreciation has been provided over the esiimated useful lives the straight-line method.
The estimated useftl lives are as follows:

Equipment 5-12 Years

Light Trucks and Vehicles  4-10 Years
Heavy Trucks and Vehicles 6-10 Years

Fiduciary Fund Types

Fiduciary fund reporting focuses on net assets and changes in net asseis. The fiduciary fund
category is split into four classifications: pension trust funds, investment frust funds, private-
purpose trust funds, and agency funds. Agency funds are used to account for assets held by the
District in a trustee capacity or as an agent for individuals, private organizations, other
governments, and / or other funds (i.e., payroll and siudent activities). They are custodial in
nature (assets equal liabilities) and do not involve measurement of resuits of operations. The
District has two fiduciary funds, a student activily fund, and payroll fund.

Measurement Focus
Goverment-Wide Financial Statements — The governmeni-wide financial statements are

prepared using the economic rescurces measurement focus. All assets and all liabilities
associated with the operation of the District are included on the statement of net assets.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Fund Financial Statements - All government funds are accounted for using a flow of current
financial resources measurement focus. With this measurement focus, only current assets and
current liabilities generally are included on the balance sheet The statement of revenues,
expenditures and changes in fund balances reporis on the sources (i.e., revenues and other
financing sources) and uses (i.e., expenditures and other financing uses} of current financial
resources. This approach differs from the manner in which the governmental activities of the
government-wide financial statements are prepared. Government fund financial statements,
therefore, include reconciliation with brief explanation to better identify the relationship between
the government-wide statements and the statements for governmental funds.

Like the government-wide statements, all proprietary fund types are accounted for on a flow of
economic resources measurement focus. All Assets and all liabilities associated with the
operation of these funds are included on the statement of net assets. The staternent of changes
in fund net assets presents increases (i.e., revenues) and decreases (i.e., expenses) in net total
assets. The staterment of cash flows provides information about how the District finances and
meets the cash flow needs of its proprietary activities. Fiduciary funds are reported using the
economic resources measurement focus.

Basis of Accounting

Basis of accounting determines when fransactions are recorded in the financial records and
reported on the financial statements. Government-wide financial statements are prepared using
the accrual basis of accounting. Governmental funds use the modified accrual basis of
accounting. Proprietary and fiduciary funds also use the accrual basis of accounting. Differences
in the accrual and the modified accrual basis of accounting arise in the recognition of revenue, the
recording of deferred revenue, and in the presentation of expenses versus expenditure.

Revenues ~ Exchange and Nonexchange Transactions - Revenue resulting from
exchange transactions, in which each party gives and receives essentially equal value, is
recorded on the accrual basis when the exchange takes place. On the modified accrual basis,
revenue is recorded in the fiscal year in which the resources are measurable and become
available. Available means the resources will be collected within the current fiscal year or are
expected to be collected soon enough thereafter fo be used io pay liabilities of the current
fiscal year. For the District, available means within sixty days of the fiscal year end.

Nonexchange transactions, in which the District receives value without directly giving equal
value in return, include property taxes, granis, entittements, and donations. Ad Valorem
{Property) Taxes are susceptible to accrual, as under New Jersey State Statute a municipality
is required fo remit to its District the entire balance of taxes in the amount voted upon or
certified, prior to the end of the school year. The District records the entire approved tax levy
as revenue (accrued) at the start of the fiscal year, since the revenue is both measurable and
available. The District is entitled to receive monies under the established payment schedule
and the unpaid amount is considered fo be an "accounts receivable”". Revenue from grants,
entitlernents, and donations is recognized in the fiscal year in which all eligibility requirements
have been satisfied. Eligibility requirements include timing requirements, which specify the
year when the resources are required to be used or the fiscal year when use is first permitted;
matiching requirements, in which the District must provide local resources to be used for a
specified purpose; and expenditure requirements, in which the resources are provided to the
District on a reimbursement basis. On the modified accrual basis, revenue from nonexchange
fransactions must also be available before it can be recognized. Under the modified accrual
basis, the following revenue sources are censidered to be both measurable and available at
fiscal year end: property taxes available as an advance,
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Basis of Accounting

ExpensesiExpenditures — On the accrual basis of accounting, expenses are recognized at
the time they are incurred. The fair value of donated commodities used during the year is
reported in the operating statement as an expense with a like amount reported as donated
commodities revenue. Unused donated commodities are reported as deferred revenue. The
measurement focus of governmental fund accounting is on decreases in net financial
resources (expenditures) rather than expenses. Expenditures are generally recognized in the
accounting period in which the related fund liability is incurred, if measurable. Allocations of
cost, such as depreciation and amortization, are not recognized in governmental funds.

Budgets and Budgetary Control

Annual appropriated budgets are prepared in the spring of each year for the General, Special
Revenue, and Debt Service Funds. The budgets are submitted fo the county office for approval
and are voted upon at the annual school election on the third Tuesday in April. Budgets are
prepared using the modified accrual basis of accounting, except for the special revenue fund as
described later. The legal level of budgetary control is established at line item accounts within
each fund. Line itern accounts are defined as the lowest (most specific) level of detail as
established pursuant to the minimum chart of accounts referenced in N.J.A.C.8A:23A-16.2(f)1.
Transfers of appropriations may be made by school board resolution at any time during the fiscal
year in accordance with N.J.A.C.6A:23A-13.3.

Format budgetary integration into the accounting system is employed as a management control
device during the fiscal year. For governmental funds there are no subsiantial differences
between the budgetary basis of accounting and accounting principles generally accepted in the
United States of Amerfca with the exception of the legally mandated revenue recognition of the
one or more June state aid payments for budgetary purposes only and the special revenue fund
as noted below. Encumbrance accounting is also employed as an extension of formal budgetary
integration in the governmental fund types. Unencumbered appropriations lapse at fiscal year
end.

The accounting records of the Special Revenue Fund are maintained on the grant accounting
budgetary basis. The grant accounting budgetary basis differs from GAAP in that the grant
accounting budgetary basis recognizes encumbrances as expenditures and also recognizes the
related revenue, whereas the GAAP basis does not. Sufficient supplemental records are
maintained to allow for the presentation of GAAP basis financial reports.

Exhibit C-3 presents a reconciliation of the general fund revenues and special revenue fund
revenues and expenditures from the budgetary basis of accounting as presented in the general
fund budgetary comparison schedule and the special revenue fund budgetary comparison
schedule fo the GAAP basis of accounting as presented in the statement of revenues,
expenditures and changes in fund balances — governmental funds. Note that the District does not
report encumbrances outstanding at fiscal year end as expenditures in the general fund since the
general fund budget follows medified accrual basis, with the exceplion of the revenue recognition
policy for the last state aid payment.
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Encumbrances

Under encumbrance accounting purchase orders, confracts and other commitments for the
expenditure of resources are recorded to reserve a portion of the applicable appropriation. Open
encumbrances in governmental funds, other than the special revenue fund, are reported as
reservations of fund balances at fiscal year end as they do not constitute expenditures or liabilities
but rather commitments related to unperformed contracts for goods and services,

Open encumbrances in the special revenue fund, for which the District has received advances,
are reflected in the balance sheet as deferred revenues at fiscal year end.

The encumbered appropriation authority carries over info the next fiscal year. An entry will be
made at the beginning of the next fiscal year to increase the appropriation reflected in the certified
budget by the outstanding encumbrance amount as of the current fiscal year end.

Cash. Cash Equivalenis and Investments

Cash and cash equivalents, for all funds, include petty cash, change funds, cash in banks and all
highly liquid investments with a maturity of three months or less at the fime of purchase and are
stated at cost plus accrued interest. U.S. treasury and agency obiigations and certificates of
deposit with maturities of one year or less when purchased are stated at cost. Al other
investments are stated at fair value.

New Jersey school districts are fimited as to the types of investments and types of financial
institutions they may invest in. N.J.S.A. 18A:20-37 provides a list of permissible investments that
may be purchased by New Jersey schooi districts.

N.J.S A 17.9-41 et seq. eslablishes the requirements for the security of deposits of units. The
statue requires that no governmental unit shall deposit public funds in a public depository unless
such funds are secured in accordance with the Governmental Unit Depcsit Protection Act
("GUDPA"), a multiple financial institutional collateral pool, which was enacted in 1970 fo protect
governmental units from a loss of funds on deposit with a failed banking institution in New Jersey
Public depositories include State or federally chartered banks, savings banks or associations
located in or having a branch office in the State of New Jersey, the depasits of which are federally
insured. All public depositories must pledge collateral, having a market value at least equal to five
percent of the average daily balance of collected public funds, to secure the deposits of
governmental units. If a public depository fails, the collateral it has pledged, plus the collateral of
all other public depositories, is available to pay the amount of their deposiis to the governmental
units.

Inventories

Inventory purchases, other than those recorded in the enterprise fund, are recorded as
expenditures during the year of purchase. Enterprise fund inventories are valued at cost, which
approximates market, using the first-inffirst-out (FIFO) method.

Prepaid Expenses

Prepaid expenses recorded on the government-wide financial statements and in the proprietary
fund types represent payments made to vendors for services that will benefit periods beyond June
30, 2012. ,
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Deferred Expenditures

Deferred expenditures are disbursements that are made in one period, but are more accurately
reflected as an expenditure / expense in the next fiscal period. Unlike prepaid expenses, deferred
expenditures are not regularly recurring costs of operations.

Short-Term Interfund Receivables / Payables

Short-term interfund receivables / payables represent amounts that are owed, other than charges
for goods or services rendered to / from a particular fund in the Disfrict and that are due within one
year. These amounts are eliminated in the governmental and business-type columns of the
statement of net assets, except for the net residual amounts due between governmental and
business-type activities, which are presented as interfunds receivable and / or interfunds payabie.

Capital Assets

General capital assets are those assets not specifically related to activities reported in the
proprietary funds. These assets generally result from expenditures in the governmental funds.
These asseis are reported in the governmental activities column of the government-wide
staternent of net assets but are not reported in the fund financial statements. Capital assets
utilized by the proprietary funds are reported both in the business-type aciivities column of the
government-wide statement of net assets and the proprietary fund statement of net assets.

All capital assets are capitalized at cost (or estimated historical cost) and updated for additions
and retirements during the fiscal year. Donated fixed assets are recorded at their fair market
value as of the date received. The District maintains a capitalization threshold of $2,000.00. The
District does not possess any infrastructure. Improvements are capitalized; the cost of normal
maintenance and repairs that do net add to the value of the asset or materially extend an asset’s
life are not. All reported capital assets except land and construction in progress are depreciated.
Improvements are depreciated over the remaining useful lives of the related capital assets.

Depreciation is computed using the straight-fine method under the full month convention over the
following estimated usefui lives:

Estimated

Asset Class Useful Lives

Land Improvements 10-20 Years
Building and Improvements 10-50 Years
Furniture and Equipment 5-20 Years
Vehicles 5-10 Years

Compensated Absences

Caompensated absences are those absences for which employees will be paid, such as vacation,
sick leave, and sabbatical leave. A liability for compensated absences that are atiributable to
services already rendered, and that are not contingent on a specific event that is outside the
control of the District and its employees is accrued as the employees earn the rights to the
benefits. Compensated absences that relate to future services, or that are contingent on a
specific event that is outside the control of the District and its employees, are accounted for in the
period in which such services are rendered or in which such events take place.
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Compensated Absences

The entire compensate absence liability is reported on the govermment-wide financial statements.
For governmental funds, the current portion of unpaid compensated absences is the amount that
is normally expected to be paid with expendable available financial resources. In propristary
funds, the entire amount of compensated absences is recorded as a fund liability.

Deferred Revenue

Deferred revenue arises when assets are recognized before revenue recognition criteria have
been satisfied.

Accrued lLiabilities and Long-term Obligations

All payables, accrued liabilities, and long-term obligations are reported in the government-wide
financial statements, and all payables, accrued liabilities, and long-term obligations payable from
proprietary funds are reported on the proprietary funds financial statements. In general,
governmental fund payables and accrued fabilities that, once incurred, are paid in a timely
manner and in full from current financial resources are reported as obligations of the funds,
However, claims and judgments, compensated absences, special termination benefits, and
contractually required pension contributions that will be paid from governmental funds are
reported as a liability in the fund financial statements only to the extent that they are normally
expected to be paid with expendable available financial resources. Bonds are recagnized as a
liability on the financial statements when due.

Net Assets

Net assets represent the difference between assets and liabilities. Net assets invested in capital
assets, net of related debt, consists of capital assets, net of accumulated depreciation, reduced by
the outstanding balance of any borrowing used for the acquisition, construction, or improvement of
those assets. Net assets are reported as restricted when there are limitations imposed on their
use either through the enabling legislation adopted by the District or through external restrictions
imposed by creditors, grantors, or laws or regulations of other governments. The District’s policy is
to first apply restricted resources when an expense is incurred for purposes for which both
restricted and unrestricted net assets are available.

Fund Balance

The District reports fund balance in classifications that comprise a hierarchy based primarily on
the extent to which the District is bound to honor constraints on the specific purposes for which
amounts in those funds can be spent. The District's classifications, and policies for determining
such classifications, are as follows:

Nonspendable — The nonspendable fund balance classification includes amounts that cannot
be ‘spent because they are either not in a spendable form or are legally or contractually
required to be maintained intact. The “not spendable form” criterion includes items that are
not expected to be converted to cash, such as inventories and prepaid amounts.
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Fund Balance

Restricted — The restricted fund balance classification includes amounts that are resfricted to
specific purposes. Such restrictions, or constraints, are placed on the use of resources either
by being (1) externally imposed by creditors, grantors, contributors, or laws or regulations of
other governments; or {2) imposed by law through constitutional provisions or enabling
legislation.

Committed — The committed fund balance classification includes amounts that can only be
used for specific purposes pursuant {o constraints imposed by formal action of the District's
highest level of decision-making authaority, which, for the District, is the Board of Education.
Such formal action consists of an affirmative vote by the Board of Education, memorialized by
the adoption of a resalution. - Once committed, amounts cannot be used for any other purpose
unless the Board of Education removes, or changes, the specified use by taking the same
type of action (resolution) it employed to previously commit those amounts,

Assigned — The assigned fund balance classification includes amounts that are constrained
by the District's intent to be used for specific purposes, but are neither restricted nor
committed. Intent is expressed by either the Board of Education or by the business
administrator, to which the Board of Education has delegated the authority to assign amounts
to be used for specific purposes. Such authority of the business administrator is established
by way of a formal job description for the position, approved by the Board of Education.

Unassigned - The unassigned fund balance classification is the residual classification for the
general fund. This classification represents fund balance that has not been assigned to other
funds and that has not been restricted, committed, or assigned to specific purposes within the
general fund. The general fund is the only fund that reports a posiiive unassigned fund
balance amount. In other government funds, if expenditures incurred for specific purposes
exceed the amounts restricted, committed, or assigned to those purposes, it may be
necessary io report a negative unassigned fund balance.

When an expenditure is incurred for purposes for which both restricted and unrestricted fund
balances are available, it is the policy of the District o spend restricted fund balances first,
Moreover, when an expenditure is incurred for purposes for which amounts in any of the
unrestricted fund balance classifications can be used, it is the policy of the District to spend fund
balances, if appropriated, in the following order: committed, assigned, then unassigned.

Operating and Non-Operating Revenues and Expenses
Operating revenues are those revenues that are generated directly from the primary activity of the

proprietary funds. For the District, these revenues are sales for food service. Non-operating
revenues principally consist of interest income earned on various interest-bearing accounts.

Operating expenses are necessary costs incurred to provide the service that is the primary activity
of the fund.
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Interfund Activity

Transfers between governmental and business-type activities on the government-wide statements
are reported in the same manner as general revenues. Exchanged fransactions between funds
are reported as revenues in the seller funds and as expenditure f expense in the purchaser funds.
Flows of cash or goods from one fund to another without a requirement for repayment are
reporied as interfund fransfers. Interfund fransfers are reported as other financing sources / uses
in governmental funds and after non-operating revenues / expenses in proprietary funds.
Reimbursements from funds responsible for particular expenditures / expenses to the funds that
initially paid for them are not presented on the financial statements.

Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires managemeni to make estimates and
assumptions that affect the amounts reported in the financial statements and accompanying
notes. Actual results may differ from those estimates

CASH AND CASH EQUIVALENTS AND INVESTMENTS

Custodial Credit Risk Related to Deposits

Custodial credit risk is the risk that, in the event of a bank failure, the Districts’ deposits might not
be recovered. Although the District does not have a formal policy regarding custodial credit risk,
N.J.S.A. 17:8-41 et seq. requires that governmental units shall deposit public funds in public
depositories protected from loss under the provisions of the Governmental Unit Beposit Protection
Act. Under the Act, the first $250,000 of governmental deposits in each insured depository is
protected by the Federal Deposit Insurance Corporation (FDIC). Public funds owned by the
District in excess of FDIC insured amounts are protected by GUDPA. However, GUDPA does not
protect intermingled trust funds such as salary withholdings, athletic and student activity funds, or
funds that may pass to the District relative to the happening of a future condition. Such funds are
considered uninsured and uncollateralized.

As of June 30, 2012, none of the District's bank balances of $464,896.59 are considered
uninsured or uncollateralized.

RESERVE ACCOUNT

Capital Reserve

A capital reserve account was established by the District for the accumulation of funds for use as
capital outlay expenditures in subsequent fiscal years. The capital reserve account is maintained
in the general fund and its activity is included in the general fund annuai budget.
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Capital Reserve

June 30, 2012

Funds placed in the capital reserve account are restricted to capital projects in the District's
approved Long Range Facilities Plan (LRFP). Upon submission of the LRFP to the department, a
district may increase the balance in the capital reserve by appropriating funds in the annual
generai fund budget certified for taxes. A district may also appropriate additional amounts when
the express approval of the voters has been obtained either by separate proposal at budget time
or by a special question af one of the four special elections autherized pursuant to N.J.S.A. 19:60-
2. Pursuantto N.JAC. 6:23 A-5.1(d) 7, the balance in the account cannot at any time exceed the

support costs of uncompleted capital projects in its approved LRFP.

The activity of the reserve accounts for the year is as follows:

Beginning Balance; July 1, 2011 3
Deposits

Board Approvai 40,000.00
Withdrawals

Approved at Election

Ending Balance; June 30, 2012

CAPITAL ASSETS

Capital asset activity for the fiscal year ended June 30, 2012, was as follows:

Governmental Activities

Land
Buildings
Equipment

Histcrical Costs

Accumulated Depreciation

Capital Assets, Net

Business-Type Activities

Equipment

Historical Costs

Accumuiated Depreciation

Capital Assets, Net

$

Beginning Additions Ending
$ 110,400.00 $ $ 110,400.00
6,030,777.29 41,271.00 6,072,048.29
285,107.65 285,107.65
6,426,284.94 41,271.00 5,467,555.54
1,828,315.80 135,648.09 1,963,963.99
$ 4,507,969.04 3 (94,377.09) $ 4,503,591.95
$ 6,583.74 $ 3 6,583.74
5,583.74 6,583.74
5,338.40 184.92 6,623.32
5 245.34 $ {184.92) $ 50.42
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LONG-TERM OBLIGATIONS

During the year ended June 30, 2012 the following changes occurred in loans and compensated
absences payable:

Beginning Ending

Balance Increases Decreases Balance
Compensated Absences 5 210,983.01 § 829175 § 8508091 § 134,183.85
Bends 733,000.00 100,000.00 £38,000.00
$ 948,883.01 § 8,291.75 § 185,080.91 §$ 772,193.85

Compensated Absences

Compensated absences will be paid from the fund from which the employees’ salaries are paid

Bonds Payable

Bonds are authorized in accordance with State law by the voters of the municipality through
referendums. All bonds are retired within the statutory period of usefulness.

On April 1, 2003 the District issued $1,118,000 of School Bonds at an interest rate of 4.10% fo
fund the cost of various capital improvements. The final maturity of these bonds is January 2018.

As of June 30, 2012, debt service requirements in future years are as follows:

Principal Inferest Total
Year Ending June 30,
2013 $ 100,000.00 § 26,158.00 $ 128,158.00
2014 100,000.00 22,058.00 122,058.00
2015 100,000.00 17,958.00 117,958.00
2018 116,000.00 13,858.00 123,858.00
27 110,000.0¢ 9,348.00 119,348.00
Thereafter 118,000.00 4,838.00 122,838.00

$ 638,000.00 3 9421800 $ 732,218.00

37



NOTE 6

CITY OF ESTELL MANOR OF SCHOOL DISTRICT
Notes to Financial Statements
June 30, 2012

PENSION PLANS

A substantial number of School District's employees participate in one of the following defined
benefit pension plans: the Teachers’ Pension and Annuity Fund and the Public Employees’ which
are administered by the New Jersey Division of Pensions and Benefits. In addition, severa
School District employees participate in the Defined Contribution Refirement Program, which is a
contribution pension plan. This oo is administered by the New Jersey Division of Pensions and
Benefits. Each plant has a Board of Trustees that is primarily responsible for it s administration.
The Division issues a publicly available financial report that includes financial statements and
required supplementary information. That report may be obtained by writing to:

State of New Jersey

Division of Pensions and Benefits
P.O. Box 295

Trenton, New Jersey 08625-0285

Teacher’'s Pension and Annuity Fund

The Teachers' Pension and Annuity Fund (TPAF) is a cost-sharing contributory defined benefit
pension plan which was established as of January 1, 1955, under the provisions of N.J.S.A.
18A:66. The TPAF provides retirement, death, and disabiiity, and medical benefits to qualified
members. Vesting and benefit provisions are established by N.J.S.A. 18A:66.

The contribution requirements of plan members are determined by State statue. In accordance
with Chapters 113, 114 and 115, P.L. 1997, plan members enrolled in the TPAF were required to
contribute 5% of their annual covered safary. Effective July 1, 2007, however, in accordance with
Chapter 92, P.L. 2007 and Chapter 103 P.L., 2007, plan members were required to contribute
5.5% of their annual covered salary. For employees who were enrolled in the retirement system
prior to July 1, 2007, the increase was effective with the payroll period that began immediately
after July 1, 2007. The State Treasurer has the right under the current law to make temporary
reductions in the member rates based cn the existence of surplus pension assets in the
retirement system; however, statue also requires the return to the normat rate when such surplus
pension assets no longer exist.

Under current statue, all employer contributions are made by the State of New Jersey on-behalf of
the School District and all other related non-contributing employers. No normal or accrued liability
contribution by the district has been required over several preceding fiscal years.

Public Employees’ Retirement System

The Public Employees’ Retirement System (PERS) is a cost-sharing multiple-employer defined
benefit pension plan which was established as of January 1, 1955, The PERS provides
retirement, death, and disability, and medical benefits to qualified members. Vesting and benefit
provisions are established by N.J.S.A. 43:15A and 43:3B. '
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PENSION PLANS

Public Employees’ Retirement System

The contribution requirements of plan members are determined by State statue. In accordance
with Chapter 62, P.L. 1994, plan members enrolled in the Public Employees’ Retirement System
were required to contribute 5% of their annual covered salary. Effective July 1, 2007, however, in
accordance with Chapter 92, P.L. 2007 and Chapter 103, P.L. 2007, plan members were required
to contribute 5.5% of their annual covered salary. For employses who were enrolled in the
retirement system prior to July 1, 2007. The State Treasurer has the right under the current law to
make temporary reductions in member rates based on the existence of surplus pension assets in
the retirement system; however, statute also requires the return to normal rate when such surplus
pension assets no longer exist.

The School District is billed annually for its normal contribution plus any accrued liability. The
School District's contributions, equal to the required contribution for the fiscal year ended June 30,

2012 was $27,548.00

POST-RETIREMENT BENEFITS

P.L. 1987, c. 384 and P.L. 1990,c.6 required Teachers’ Pension and Annuity Fund (TPAF) and the
Public Employees’ Retirement System (PERS), respectively, to fund post-retirement medical
benefits for those State employees who retire after accumulating 25 years of credited service or
on a disability refirement. P.L. 2007, c.103 amended the law to eliminate the funding of post-
retirement medical benefits through TPAF and PERS. It created separate funds outside of the
pension plans for the funding and payment of post-retirement medical benefits for retired State
employees and retired educational employees. As of June 30, 2011, there were 83,323 retirees
eligible for post-retrement medical benefits. The cost of these benefits is funded through
contributions by the State in accordance with P.L. 1994 ¢.62. Funding of post-retirement medical
premiums changed from a prefunding basis to a pay-as-you-go basis beginning in fiscal year
1894,

The State is also responsible for the cost atiributable to P.L. 1992 ¢. 126, which provides free
health to members of PERS, and the Alternate Benefit Program who retired from a board of
education or county college with 25 years of service. The State paid $144 milion toward Chapter
126 beneiits for 15,709 eligible retired members in fiscal year 2011.

ON-BEHALF PAYMENTS

For the fiscal year ended June 30, 2012, the Schoo! Board has recognized as revenues and
expenditures on-behalf payments made by the State for normal costs and post-retirement costs

related to TPAF. The amounts recognized as revenues and expenditures for normal costs and

post-retirement costs were $45,259.00 and $90,881.00, respectively.
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NOTE9

NOTE 10

CITY OF ESTELL MANOR OF SCHQOOL DISTRICT
Notes te Financial Statements
June 30, 2012

DEFERRED COMPENSATION

The Board offers its employees a choice of various deferred compensation plans created in
accordance with internal Revenue Code Section 403(b). The plans, which are administered by
the entities listed below, permits participants to defer a portion of their salary until future years. -
Amounts deferred under the plans are not available to employees until termination, retirement,
death or unforeseeable emergency. The plan administrators are as follows:

L Lincoln Investrnent Planning, Inc. - Vanguard
Metropolitan Life - Thomas Seely Agency - Investors Fiduciary Trust Co.

RISK MANAGEMENT

The District is exposed to various risks of loss refated to torts; theft of damage to, and destruction
of assets; errors and omissions; injuries fo employees; and natural disasters.

Property and Ligbility Insurance

The District maintains commercial insurance coverage for property, liability, student accident and
surety bonds. A complete schedule of insurance coverage can be found in the Statistical Section
of this Comprehensive Annual Financial Report.

New Jersey Unemployment Compensation Insurance

During 2012, the District has elected to fund its New Jersey Unemployment Compensation
Insurance under the "Contributory Method". The District is required to reimburse the New Jersey
Unemployment Trust Fund for benefits paid to employees who were empioyed by the District at
the time the District changed funding methods. The following is a summary of District
contributions, employee contributions, reimbursements to the State for benefits paid and the
ending balance of the District's expendable trust fund for the current and previous two years:

District Empioyee Eamings Less Ending
Contributions Contributicns Cost Balance
Year Ended June 30,
2012 5 $ $ (10,724.10) & 13,758.91
2011 $ $ 36293 3 (27,856.11) 3 24,484.01
2010 $ 3 2,798.43 % (27,363.92) $ 52,077.19
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NOTE 11

NOTE 12

NOTE 13

CITY OF ESTELL MANOR OF SCHOOL DISTRICT
Notes to Financial Statements
June 30, 2012

INTERFUND RECEIVABLES AND PAYABLES

The following interfund balances remained on the balance sheet at June 30, 2012:

Interfund Interfund

Fund Recejvable Payable
General Fund $ 54,199.06 $
Special Revenue Fund 48,789.49
Debt Service Fund 31
Payroll Agency 1,372.81
Fiduciary Fund 4,036.45.
Total $ 54.199.06 § 5419906

INVENTORY

Inventory in the Food Service Fund at June 30, 2012'consisted of the following:

Food 3 3,380.12
Supplies 3,318.16
$__ 669828

The value of Federal donated commaodities as reflected on Schedule A is the difference between
market value and cost of the commodities at the date of purchase and has been included as an
item of nonoperating revenue in the financial statements. '

FUND BALANCES

Restricted

As stated in Note 1, the restricted fund balance classification includes amounts that are restricted
to specific purposes, such restrictions, or constraints, are placed on the use of resources by either
of the following: (1) externally imposed by creditors, grantors, contributars, or laws or regulations
of other governments; or (2) imposed by law through constitutional provisions or enabling
legislation. Specific restrictions of the District's fund balance are summarized as follows:

General Fund

For Excess Surplus - Excess Surplus is a required calculation pursuant to N.J.S.A.
18A:7F-7 as amended. New Jersey school districts are required to reserve General
Fund balance at the fiscal year end of June 30 if they did not appropriate a
required minimum amount as budgeted fund balance in their subsequent years' budget.
The excess fund balance at Juna 30, 2012 is $2,444.05.

For Capital Reserve - As of June 30, 2012, the balance in the capital reserve
accounts were $56,015.14. These funds are restricted for future expenditures.

Debt Service Fund - The Debt Service Fund deficit resiricted fund balance of $0.31, as of
June 30, 2012,
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NOTE 13

NOTE 14

NOTE 15

CITY OF ESTELL MANOR OF SCHOOL DISTRICT
Notes to Financial Statements
June 30, 2012

FUND BALANCES

Assigned

As stated in Note 1, the assigned fund balance classification includes amounts that are
constrained by the District’s intent to be used for specific purposes, but are neither restricted nor
committed. Specific assignments of the District’s fund balance are summarized as follows:

General Fund

Other Purposes - As of June 30, 2012, the District had $44,551.34 of encumbrances
outstanding for purchase orders and confracts signed by the District, but not completed as of
the close of the fiscal year.

Unassigned
As stated in Note 1, the unassigned fund balance classification is the residual classification for the
general fund. This classification represents fund balance that has not been assigned to other

funds and that has not been restricted, committed, or assigned to specific purposes within the
general fund. The District's unassigned fund balance is summarized as follows:

General Fund

As of June 30, 2012, $69,764.00 of general fund balance was unassigned.

DEFICIT UNRESTRICTED NET ASSETS
The governmental activities has a deficit in unrestricted net assets of $77,473.02. This deficit is

attributable to the allocation of compensated absences balances payable and accrued inferest
payable to unrestricted net assets.

CONTINGENT LIABILITIES

Federal and State Granis

The District participates in a number of federal and state grant programs. The grant programs are
subject to program compliance audits by the grantors or their representatives. The District is
potentially liable for expenditures which may be disallowed pursuant to the terms of these grant
programs. Management is not aware of any material items of noncompliance which would result
in the disallowance of program expenditures.

General

Per confirmation by the District's legal counsel, there are no material pending litigation, claims,
assessments or contingent liabilifies against the District.
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NOTES TO REQUIRED
SUPPLEMENTARY INFORMATION



Exhibit C-3
CITY OF ESTELL MANOR SCHOOL DISTRICT
Required Supplementary Information
Budgetary Comparison Schedule
Note to RS
For The Fiscal Year Ended June 30, 2012

Note A - Explanation of Differences Between Budgetary Inflows and Outflows and GAAP Revenues and Expenditures

General Special
Fund Revenue Fund
Sources/Inflows of Resources
Actual amounts (Budgetary Basis) revenue from
the Budgetary Comparison Schedule $ 449451444 $ 126,168.00
Difference - Budget to GAAP
Grant accounting Budgetary Basis differs from GAAP
in that encumbrances are recognized as expendifures
and the related revenue is recognized.
Encumbrances
June 30, 2011 ' 633.25
June 30, 2012 (6,152.24)
State Aid payment recognized for budgetary purposes,
not recognized for GAAP purposes.
State Aid Payment
June 30, 2011 166,209.00
June 30, 2012 {182,324.00)
Total revenues as reported on the Statements of Revenues,
Expenditures and Changes in Fund Balances - Governmental Funds $ 4479,099.44 §  120,649.01
Uses/Outflows of Resources
Actual amounts (Budgetary Basis) total outflows from the
Budgstary Comparison Schedule $ 436682718 $ 126,168.00
Differences - Budget to GAAP
Encumbrances for supplies and equipment ordered but
not received are recorded in the year the order is placed
for budgetary purposes, but in the year the supplies are
received for financial reporting purposes
Encumbrances
June 30, 2011 633.25
June 30, 2012 (6,152.24)
Total expenditures as reported on the Statement of Revenues,
Expenditures, and Changes in Fund Balance - Governmental Funds $ 4366,827.18 $  120,649.01
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CAPITAL PROJECTS FUND



PROPRIETARY FUND



ENTERPRISE FUND




CITY OF ESTELL MANOR SCHOOL DISTRICT
Enterprise Funds
Combining Statement of Net Assets
June 30, 2012

Exhibit G-1

Playgroup
Food Service Childcare
Fund Program Total
ASSETS
Current Assets
Cash and Cash Equivalents $ 13,643.12 $ 11,133.43 $ 24 776.55
Accounts Receivable
State 18.62 18.52
Federal 421.25 421,25
Other 1,100.00 1,100.00
Inventories 6,608.28 6,688.28
Total Current Assets 20,781.17 12,233.43 33,014.60
Noncurrent Assets
Equipment i 6,583.74 6,583.74
Less: Accumulated Depreciation 6,523.32 6,523.32
Total Noncurrent Assets £60.42 - 60.42
Total Assets 20,841.59 12,233.43 33,075.02
LIABILITIES
Current Liabilities
Accounts Payable 13,643.12 13,643.12
Interfund Payable 4,036.45 4,036.,45
Total Current Liabilities 17,679.57 - 17.679.57
NET ASSETS
Invested in Capital Assets Net of Related Debt 60.42 60.42
Unrestricted . 3,101.60 12,233.43 15,335.03
Total Net Assets $ 3,162.02 $ 12,233.43 $ 15,395.45
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CITY OF ESTELL MANCR SCHOOL DISTRICT

Enterprise Funds

Combining Statement of Revenues, Expenses, and Changes in Fund Net Assets
For The Fiscal Year Ended June 30, 2012

OPERATING REVENUES
Charges For Services
Daily Sales
Reimbursable Programs
Non-Reimbursable Programs
Community Service Activities

Total Operating Revenue

OPERATING EXPENSES
Cost of Sales
Salaries
Employee Benefits
General Supplies
Management Fee
Depreciation

Total Operating Expenses

Operating income (Loss)

Exhibit G-2

NONOPERATING REVENUES (EXPENSES)

State Sources

State School Lunch and Breakfast Program

Federal Sources

National School Lunch and Breakfast Program

Food Distribution Program
Interest on Investments

Taotal Nonoperating Revenues (Expenses)

Income {Loss) Before Contributions and Transfers

Transfers In
Change in Net Assets
MNet Assets, July 1

Net Assets, June 30

Playgroup
Food Service Childcare
Fund Program Total

$ 32,981.60 3 - 32,981.60
9,560.22 8,560.22
26,678.00 25 578.00

42,541.82 25,5678.00 68,119.82
31,419.27 31,419.27
27,843.82 18,685.22 46,529.04
5,254 .69 5,254.69
3,587.24 852.73 4,439.97
8,333.98 8,333.08
184.92 184.92
76,623.92 19,537.95 96,161.87
(34,082.10) 6,040.05 (28,042.05)
733.92 733.92

17,758.61 17,758.61
B,443.47 6,443.47

9.89 9.89
24,945.89 - 24,945.89
(9,136.21) 6,040.05 {3,096.16)
10,654.32 10,654.32
1,518.11 6,040.05 7,558.16
1,643.91 6,193.38 7,837.29

$ 3,162.02 $ 12,233.43 15,395.45
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CITY OF ESTELL MANOR SCHOOL DISTRICT
Enterprise Funds
Combining Statement of Cash Flows
For The Fiscal Year Ended June 30, 2012

Exhibit G-3

Playgroup
Food Service Childcare
Fund Program Total
CASH FLOW FROM OPERATING ACTIVITIES ‘
Receipts From Customers and Other Funds $ 42 541,82 $ 25,278.00 $ 67,819.82
Payments to Employees (33,098.51) {18,685.22) (51,783.73)
Payments to Suppliers ' (61,500.79) (2,399.09) (63,899.88)
Net Cash Provided By {Used In) Operating Activities (52,057.48) 4,193.69 (47,.863.79)
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
State Sources 760.35 760.35
Federal Sources 24,852.74 24 852.74
Operating Subsidies and Transfers 20,099.90 20,099.90
Net Cash Provided By (Used In} Noncapital Financing Activities 45,712.99 - 45.712.99
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Purchase of Capital Assets
Net Cash Provided By (Used In) Capital and Related Financing Activities - - -
CASH FLOWS FROM INVESTING ACTIVITIES
Interest on Investments 9.89 0.89
Net Cash Provided By (Used In) Investing Activities ' 9.89 - 9.8%
Net Increase (Decrease) In Cash and Cash Equivalents (6,334.60) 4,193.69 {2,140.91}
Cash and Cash Equivalents, July 1 18,977.72 6,939.74 26 917.45
Cash and Cash Equivatents, June 30 $ 13,643.12 3 11,133.43 3 24 776.55
Reconciliation of Operating Income (Loss) to Net Cash Provided By {Used In} Operating Activities
Operating Income (Loss) % (34,082.10) 3 6,040.05 $  (28,042.05)
Adjustments to reconcile Operating Income {Loss) to Net Cash Provided
By (Used In) Operating Aclivities
Depreciation 184.92 184.92
(Increase) Decrease
Accounts Receivable (300.00} (300.00)
Inventories . {1,252.26) (1,252.26})
Other Current Assets
Increase (Decrease)
Accounts Payable (16,908.04) (1,646.36) (18,454.40)
Accrued Expenses
Net Cash Provided By (Used In) Operating Activities $  (52,057.48) § 4,193.69 $  (47,863.79)
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INTERNAL SERVICE FUND



FIDUCIARY FUNDS



ASSETS

Cash
interfunds Receivable

Total Assets

LIABILITIES

Interfunds Payable

Payroll Withholding

Due to Student Groups
Total Liabilities

NET ASSETS
Held in Trust

Total Net Assets

CITY OF ESTELL MANOR SCHOOL DISTRICT
Fiduciary Funds
Combining Statement of Fiduciary Net Assets
June 30, 2012

Exhibit H-1

Trust Agency
Unemployment Scholarship Tofal Student Total

Compensation Trust Trust Funds Activity Payrall Agency Funds

$ 11,503.37 § 5,38265 $ 16,886.02 $  17,243.67 9,175.04 $ 26,419.61
2,256.54 2,256.54

13,759.91 5,382.65 19,142.56 17,243.67 9,175.94 26,419.61

3,629.35 3,629.35

5,646.59 5,546.59

17,243.67 17,243.67

- - - 17,243.67 9,175.94 26,419.61
13,759.91 5,382.65 19,142.56

$ 13,759.91 $ 538285 3 19,142.56 3 - - $ -
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Exhibit H-2
CITY OF ESTELL MANOR SCHOOL DISTRICT
Fiduciary Funds
Combining Statement of Changes in Fiduciary Net Assets
For The Fiscal Year Ended June 30, 2012

Unemployment
Compensation Scholarship
Trust Trust Total
ADDITIONS
Contributions $ - $ 200.00 % 200.00
Total Contributions - 200.00 200.00
Investment Earnings
Interest 28.77 11.89 41.66
Total Investment Earnings 28.77 11.89 41.66
Total Additions 20.77 211.88 241.66
DEDUCTIONS )
Unempleyment Claims 10,398.04 10,399.04
Administrative Expenses 354.83 177.89 53272
Awards 200.00 200.00
Total Deductions 10,753.87 377.89 11,131.76
Change in Net Assets (10,724.10) (166.00) (10,880.10)
Net Assets, July 1 24,484.01 5,548.65 30,032.66
Net Assets, June 30 $ 13,758.91 $ 5,382.65 $ 19,142.56
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Elementary School

Exhibit H-3
CITY OF ESTELL MANOR SCHOOL DISTRICT
Student Activity Funds
Schedule of Receipts and Disbursements
For The Fiscal Year Ended June 30, 2012

Balance Cash Cash Balance
June 30, 2011 Receipts Disbursements June 30, 2012

$ 13,926.33 3 24,898.30 $ 21,580.95 $ 17,243 67
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ASSETS

Cash and Cash Equivalents

Total Assets

LIABILITIES

Net Payroll
Payroll Deductions and Withholding
Interfunds Payable

Total Liabilities

CITY OF ESTELL MANOR SCHOOL DISTRICT

Payroll Agency Fund
Schedule of Receipts and Disbursements
For The Fiscal Year Ended June 30, 2012

Balance
June 30, 2011

Cash
Receipts

Cash
Disbursements

Exhibit H-4

Balance
June 30, 2012

$ 3,085.60 $ 200533797 § 199024783 9,175.94

$ 3.085.60 $ 2,005337.97 § 199924763 $ 9,175.94
$ - $ 1,217.95819  § 1,217.95919 & -

786,835.03 78%,2688.44 5,546.50

3,085.60 543.75 3,629.35

3 308560 $ 2.005337.97 $ 1099924783 % 9,175.94
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STATISTICAL SECTION



CITY OF ESTELL MANOR SCHOOL DISTRICT

Statistical Section
Introduction to the Statistical Section

Financial Trends

J-1 These schedules contain trend information to help the reader understand how the District's
J-2 financial performance and well being have changed over time.

J-3

J-4

J-5

Revenue Capacity

J-6 These schedules contain information ic help the reader assess the District's most
J-7 significant local revenue source, the property tax.
J-8
J-9

Debt Capacity
J-10 These schedules present information to help the reader asses the affordability of the
J-11 District's current levels of outstanding debt and the District's ability {0 issue additional debt
J-12 in the future.
J-13

Demographic and Economic Information

J-14 These schedules offer demographic and economic indicators to help the reader
J-15 understand the environment within which the District's financial adtivities take place.

Operating Information

J-16 These schedules contain service and infrastructure data to help the reader understand
J-17 how the information in the District's financial report relates to the services the District
J-18 provides and the activities it performs.
J-19
J-20

Sources: Unless otherwise noted, the information in these schedules is derived from the Comprehensive Annual

Financial Report (CAFR) for the relevant year.
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REVENUE CAPACITY
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CITY OF ESTELL MANOR SCHOOL DISTRICT Exhibit J-9
Property Tax Levies and Collections Unaudited
Source: District Records

School Taxes

Fiscal Year Levied for Current Tax Percentage of Tax
Ended June 30, the Fiscal Year Collections Levy Collections
2003 1,342,354.00 1,342,354.00 100.00%
2004 1,485,547.00 1,485,547.00 100.00%
2005 1,759,822.00 1,759,922.00 100.00%
2006 1,881,804.00 1,981,804.00 100.00%
2007 2,086,691.00 2,086,691.00 100.00%
2008 2,090,870.00 2,090,570.00 100.00%
2009 2,087,896.00 2,087,896.00 100.00%
2010 2,161,608.00 2,161,608.00 100.00%
2011 2,430,006.00 2,430,006.00 100.00%
2012 2,356,613.00 2,356,613.00 100.00%
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CITY OF ESTELL MANOR SCHOOL DISTRICT Exhibit J-11
Ratios of General Bonded Debt Cutstanding Unaudited
Source: District Records

Net General Percentage of
Fiscal Year General Bonded Debt Actual Taxable
Ended June 30, Obligation Bonds Deduclions Qutstanding Value of Property Per Capita

2003 1,957,000 1,957,000 2.24% 1,203
2004 1,807,000 1,807,000 1.65% 1,004
2005 1,632,000 1,632,000 147% 966
2006 1,452,000 1,452,000 1.27% 852
2007 1,252,000 1,252,000 1.07% 734
2008 1,038,000 1,038,000 0.89% 608
2009 938,000 938,000 0.79% 547
2010 ' 838,000 838,000 0.70% 486
2011 738,000 738,000 0.62% 425
2012 638,000 638,000 0.53% 368
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CITY OF ESTELL MANOR SCHOQOL DISTRICT
Direct and Overlapping Governmental Activities Debt
Source: District Records

Net Direct Debt of the Schoot District

Debt Repaid With Property Taxes
Local Municipality

Other Debt
County of Atlantic

Total Direct and Ovetlapping Debt

Exhibit J-12
Unaudited

Estimated Estimated Share
Debt Percentage of Overlapping
Qutstanding Applicable . Debt
3 638,000.00 100.00% $ 638,000.00
$ - 100.00% -
$ 131,518,545.13 0.38% 499,770.47

3 1,137,77047
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DEMOGRAPHIC AND ECONOMIC INFORMATION



CITY OF ESTELL MANOR SCHOOL DISTRICT Exhibit J-14
Demographic and Economic Statistics Unaudited
Source: NJ Department of Labor

Fiscal Year School District Personal Per Capita Unemployment
Ended June 30, Population Income Personal Income Rate
2003 1,627 54,704,621 33,623 3.40%
2004 1,651 57,241,821 34,671 3.00%
2005 1,689 60,510,114 35,826 4.60%
2006 1,704 63,378,576 37,194 6.30%
2007 1,705 65,732,865 38,553 6.30%
2008 1,708 68,038,180 39,835 7.00%
2009 1,714 68,428,022 306,923 9.00%
2010 1,724 67,504,944 39,156 13.80%
2011 1,735 68,959,310 39,746 14.10%
2012 1,734 Not Available Not Available 14.20%
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CITY OF ESTELL MANOR SCHOOL DISTRICT Exhibit J-15
Principal Employers Unaudited
Source: NJ Department of Labor

Information Not Availabie
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CITY OF ESTELL MANOR SCHOOL DISTRICT Exhibit J-20
Insurance Schedule Unaudited
Source; District Records

Amount of
Company Type of Coverage Coverage Deductible
Aflantic and Cape May Counties School
Business Officials Joint insurance Fund Property, Inland Marine and Automcbile Physical Damages
Limit of Liabflity - Per Occurrence 3 150,000,000
ACCASBOUJIF Self Insured Retention - Per Occurrence 250,000
Member District Deductible 3 500
Property Valuation
Buildings and Contents Reptacement Cost
Contractors Equipment Actual Cash Value
Automobiles ’ Actual Cash Value
Boiler and Machipery
Limit of Liability 125,000,000
ACCASBOJIF Self Insured Retention None
Member District Deductible 1,000
Grime
Limit of Liability 500,000
ACCASBOJIF Self Insured Retention 250,000
Member District Deductible 500
General and Automaobile Liability
Lirnit of Liability 10,000,000
ACCASBOQJIF Self Insured Retention 250,000
Member District Deductible -
Workers Compensation
Limit of Liability Statutory
ACCASBOJIF Self Insured Retention 250,000
Member District Deductibie -
Educator's Legal Liability
Limit of Liability 10,000,000
ACCASBO.JIF Self Insured Retention 100,000
Member District Deductible -
Pollution Legal Liabitity
Limit of Liability 3,000,000
ACCASBOJIF Self Insured Retention None
Member District Deductible 25,000
Western Surety Company Surety Bonds
Treasurer 200,000
Board Secretary/Business Administrator 148,000
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PREZIOSI- NICHOLSON

& ASSOCIATES PA

Certified Public Accountants
EXHIBIT K1

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN
AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE

WITH GOVERNMENT AUDITING STANDARDS :

Honorable President and

Members of the Board of Education
City of Estell Manor School District
County of Atlantic

Estelt Manor, New Jersey

We have audited the financial statements of the governmental activities, the business-type activities, each
major fund and the aggregate remaining fund information of the City of Estell Manor School District, in the
County of Atlantic, State of New Jersey, as of and for the fiscal year ended June 30, 2012, and have issued
our report thereon dated October 17, 2012. We conducted our audit in accordance with auditing standards
generally accepted in the United States of America; the standards applicable to financial audits contained in
Government Audifing Sfandards, issued by the Compiroller General of the United States; and audit
requirements as described by the Division of Finance, Department of Education, State of New Jersey.

Internal Control Over Financial Reporting

Management of the City of Estell Manor School District is responsible for establishing and maintaining
effective internal control over financial reporting. In planning and performing our audit, we considered the City
of Estell Manor Board of Education’s internal control over financial reporting as a basis for designing our
auditing procedures ior the purpose of expressing an opinion on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the District’s internal conirol over financial reporting.
Accordingly, we do not express an opinion on the effectiveness of the District's internal control over financiai

reporting.

A dsficiency in infernal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect and correct
misstatements on a timely basis. A material weakness is a deficiency, or combination of deficiencies, in
internal control, such that there is a reasonable possibility that a material misstatement of the District's
financial statements will not be prevenied, or detected and corrected on a timely basis.

Our consideration of the internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies in the internal control over
financial reporting that might be deficiencies, significant deficiencies or material weaknesses. We did not
identify any deficiencies in internal control over financial reporting that we consider to be material weaknesses,
as defined above »
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Compliance and Other Matlers

As part of obtaining reasonable assurance about whether the City of Estelt Manor School District’s financial
statements are free of material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts and grant agreements, noncompliance with which could have a direct and material
sffect on the determination of financial statement amounts. However, providing an opinion on compliance with
those provisions was notf an objective of our audit, and accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of noncompliance or other matiers that are required fo be reported
under Government Auditing Standards and audit requirements as prescribed by the Division of Finance,
Department of Education, State of New Jersey.

We noted certain matters that we reported to management in a separate report eniitled, Audifors
Management Report on Administrative Findings — Financial, Compliance and Performance dated October 17,
2012.

This report is intended solely for the information and use of the management of the District, the New Jersey

State Department of Education, and other state and federal awarding agencies and pass-through entities and
is not intended to be and should not be used by anyone other than these specified parties.

PREZIOSI - NICHOLSON & ASSOCIATES
Certified Public Accountants

Timos M Ploic

James M. Preziosi
Ceriified Public Accountant
Public School Accountant No. CS 01141

October 17, 2012
Millville, NJ
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PREZIOSI-NICHOLSON

& ASSOCIATES PA

Certified Public Accountants

EXHIBIT K-2

INDEPENSENT AUDITORS’ REPORT ON COMPLIANCE WITH REQUIREMENTS
THAT COUILD HAVEA DIRECT AND MATERIAL EFFECT ON EACH
MAJOR PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE
IN ACCORDANCE WITH OMB CIRCULAR A-133 AND
NEW JERSEY OMB CIRCULAR 04-04

Honorable President and

Members of the Board of Education
City of Estell Manor School District
Cotinty of Atlantic

Estell Manor, New Jersey

Compliance

We have audited the City of Estell Manor School District's compliance with the types of compliance
requirements described in the U.S. Office of Management and Budget (OMB) Circufar A-133 Compliance
Supplement and the New Jersey Compliance Manual State Grants Compliance Supplement that could have a
direct and material effect on the District's major state programs for the fiscal year ended June 30, 2012. The
City of Estell Manor School District's major state programs are identified in the Summary of Auditor's Resuits
Section of the accompanying schedule of findings and questioned costs. Compliance with the requirements of
laws, regulations, contracts and grants applicable to each of its major state programs is the responsibility of
the City of Estell Manor School Districts management. Our responsibility is to express an opinion on the
District's compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United
States of America; the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States; the audit requirements as prescribed by the Division
of Finance, Department of Education, State of New Jersey; OMB Circular A-133 Audifs of States, Local
Governments, and Non-Profit Organizations; and New Jersey OMB's Circular 04-04, Single Audit Policy for
Recipients of Federal Grants, State Grants and State Aid. Those standards, OMB Circular A-133 and New
Jersey OMB's Circular 04-04 require that we plan and perform the audit to obtain reasonable assurance about
whether noncompliance with the types of compliance requirements referred to above that could have a direct
and material effect on a major state program occurred. An audit includes examining, on a test basis, evidence
about the District's compliance with those requirements and performing such other procedures as we
considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our
opinion.  Our audit does not provide a legal determination on the District's compliance with those
reqguirements.
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In our opinion, the Board of Education of the City of Esteli Manor School District, in the County of Atlantic,
State of New Jersey, complied, in all material respects, with the compiiance requirements referred to above
that could have a direct and material effect on each of its major state programs for the fiscal year ended June
30, 2012,

Internai Control Over Compliance

Management of the District is responsible for establishing and maintaining effective internal control over
compliance with requirements of laws, regulations, contracts and grants applicable to state programs. In
planning and performing our audit, we considered the District's internal control over compliance with
requirements that could have a direct and material effect on a major state program to determine the auditing
procedures for the purposes of expressing our opinion on compliance and to test and report on internal control
over compliance in accordance with OMB Circular A-133 and State of New Jersey Circular 04-04-OMB, but
not for the purpose of expressing an opinion on the effectiveness of internal control over compliance.
Accordingly, we do not express an opinion on the effectiveness of the Districts internal control over
compliance.

A deficiency in internal controf over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent or detect and correct, noncompliance with a type of compliance requirement of a state
program on a timely basis. A material weakness in internal control over compliance is a deficiency, or
combination of deficiencies, in internaf control over compliance, such that there is a reasonabie possibility that
material noncompliance with a type of compliance requirement of a state program will not be prevented, or
detected and corrected, on a timely basis.

Our consideration of the internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed fo identify all deficiencies in the internal control over
compliance that might be deficiencies, significant deficiencies or material weaknesses. We did not idenify
any deficiencies in internal control over compliance that we consider to be material weaknesses, as defined

above.

Expenditure for federal awards were less than the single audit threshold required by OMB Circular A-133 and
therefore were nof subject to a single audit. The accompanying schedule of expenditures of federal awards is
presented for purposes of additional analysis as required by the Division of Finance, Department of Education,
State of New Jersey and is not a required part of basic financial statements. Such information has been
subjected to the auditing procedures applied in the audit of the basic financial statements.

This report is intended solely for the information and use of the management of the District, the New Jersey
State Department of Education and other federal and state awarding agencies and pass-through entities and
is not intended to be, and shouid not be, used by anyone other than these specified parties.

PREZIOSI « NICHOLSON & ASSOCIATES
Certified Public Accountants

v M Peozicss
James M. Preziosi ~

Certified Public Accountant
Public School Accountant No. CS 01141

October 17, 2012
Miliville, NJ
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NOTE 1

NOTE 2

NOTE 3

EXHIBIT K-5

CITY OF ESTELL MANOR SCHOOL DISTRICT
Notes to Schedules of Awards and Financial Assistance
June 30, 2012

GENERAL

The accompanying Schedules of Expenditures of Awards and Financial Assistance include
federal awards and state award activity of the Board of Education of the City of Estell Manor
School District. The Board of Education is defined in Note 1 to the District's basic financial
statements. All federal awards and state financial assistance received directly from federal
and state agencies, as well as federal awards and state financial assistance passed through
other government agencies is included on the schedules of expenditures of federal awards
and state financial assistance.

BASIS OF ACCOUNTING

The accompanying Schedules of Expenditures of Awards and Financial Assistance are
presented using the budgetary basis of accounting with the exception of programs recorded in
the food service fund, which are presented using the accrual basis of accounting. These
bases of accounting are described in Note 1 to the District's financial statements. The
information in this schedule is presented in accordance with requirements of OMB Circular A-
133, Audits of States, Local Governments, and Non-Profit Organizations, therefore, some
amounts presented in this schedule may differ from amounts presented in, or used in the
preparation of, the basic financial statements.

RELATIONSHIP TO FINANCIAL STATEMENTS

The basic financial statements present the general fund and special revenue fund on a GAAP
basis. Budgetary comparison statements or schedules are presented for the general fund and
special revenue fund to demonstrate finance-related legal compliance in which certain
revenue is permitted by law or grant agreement to be recognized in the audit year, whereas
for GAAP reporting, revenue is not recognized until the subsequent year or when
expenditures have been made.

The general fund is presented in the accompanying schedules on the modified accrual basis
with the exception of the revenue recognition of one or more deferred June state aid
payments in the current budget year, which is mandated pursuant to N.J.S.A. 18A:22-44.2.
For GAAP purposes, payments are not recognized until the subsequent budget year due to
the state deferral and recording of the one or more June state aid payments in the
subsequent year. The special revenue fund is presented in the accompanying schedules on
the grant accounting budgetary basis which recognizes encumbrances as expenditures and
also recognizes the related revenues, whereas the GAAP basis does not. The special
revenue fund also recognizes the last state aid payment in the current budget year, consistent
with N.J.S.A. 18A:22-44.2.

See Exhibit C-3, Nofes to Required Supplementary Information, for a reconciliation of the

budgetary basis to the modified accrual basis of accounting for the general and special
revenue funds.
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NOTE 3

NOTE 4

NOTE S

NOTE 6

NOTE 7

EXHIBIT K-5

CITY OF ESTELL MANOR SCHOOL DISTRICT
Notes to Schedules of Awards and Financial Assistance
June 30, 2012

RELATIONSHIP TO FINANCIAL STATEMENTS (CONTINUED)

Awards and financial assistance revenues are reported in the basic financial statements on a
GAAP basis as presented as follows:

Federal State Total

General Fund $ 20,264.00 $ 2,204,20264 $ 2,224 466.64
Special Revenue Fund 120,645.01 120,648.01
Enterprise Fund 24.202.08 733.92 24.936.00
Total GAAP 165,115.09 2,204 93656 . 2,370,051.685
Budgetary Adjustment
State Aid Payment
Current Year 182,324.00 182,324.00
Prior Year ( 166,909.00) ( 166,908.00)
Encumbrances
Current Year 6,152.24 6,152.24
Prior Year ( £33.25) ( 833.25)
Total Budgetary 3 17063408 $ 222035156 $ 2,390,985.64

RELATIONSHIP TO FEDERAL AND STATE FINANCIAL REPORTS

Amounts reported in the accompanying schedules agree with the amounts reported in the
refated federal and state financial reports.

ADJUSTMENTS
No adjustment were reported.

OTHER

Revenues and expenditures reported under the U.S.D.A. Commaodities Program represents
current year value received and current year distributions respectively. The amount reported
as TPAF Pension Contributions represents the amount paid by the state on behalf of the
District for the year ended Jdune 30, 2012. TPAF Social Security Contributions represenis the
amount reimbursed by the state for the employer's share of social security contributions for
TPAF members for the year ended June 30, 2012.

MAJOR PROGRAMS

Major programs are identified in the Summary of Auditor's Resuffs section of the Schedule of
Findings and Questioned Costs.
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Exhibit K-6

CITY OF ESTELL MANOR SCHOOL DISTRICT
Schedule of Findings and Questioned Costs

For The Fiscal Year Ended June 30, 2012

PART 1 - SUMMARY OF AUDITORS' RESULTS
Financial Statements

A. Type of auditors’ report issued:
Unqualified

B. Internal control over financial reporting:

1. Material weakness(es) identified?
No

2. Significant deficiencies identified?
None Reported

C. Noncompliance material to financial statements noted.
No

Federzal Awards Section
N/A

State Awards Section

A, Dollar threshold used to determine Type A programs.
$300,000.60

B. Auditee qualified as low-risk auditee?
Yes

C. Type of auditors' repori issued on compliance for major programs.
Unqualified

D. Internat control over major programs.

1. Material weakness(es) identified?
No

2. Significant deficiencies identified?

None Reported

E. Any audit findings disclosed that are required fo be reported in accordance with OMB Circular A-133
or New Jersey Circular 04-04-OMB? '

No

F. ldentification of major programs.
Equalization Aid 495-034-5120-078
Special Education Categorical Aid 495-034-5120-089
Security Aid 495-034-5120-084
School Choice Aid 495-034-5120-068
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Exhibit K-6

CITY OF ESTELL MANOR SCHOOL DISTRICT
Schedule of Findings and Questioned Costs

For The Fiscal Year Ended June 30, 2012

PART 2 - SCHEDULE OF FINANCIAL STATEMENT FINDINGS

This section identifies significant deficiencies, material weaknesses, and instances of noncompliance related to the financial
statements that are required to be reported in accordance with Government Auditing Standards and with audit requiremenis

as prescribed by the Division of Finance, Department of Education, State of New Jersey.

No matters to be reported.
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Exhibit K-6
CITY OF ESTELL MANOR SCHOOL DISTRICT
Schedule of Findings and Questioned Costs

For The Fiscal Year Ended June 30, 2012

PART 3 - SCHEDULE OF FEDERAL AND STATE AWARD FINDINGS AND QUESTIONED COSTS

This section identifies significant deficiencies, material weaknesses, and instances of noncompliance including giestionad
costs, related to the audit of major federal and state programs as required by US OMB Circular A-133 and New Jersey
Circular 04-04-OMB.

FEDERAL AWARDS

No matters to be reported.

STATE FINANCIAL ASSISTANCE

No matters to be reported.
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Exhibit K-7
CITY OF ESTELL MANOR SCHOOL DISTRICT
Summary Schedule of Prior-Year Findings and
Questioned Costs as Prepared by Management
For The Fiscal Year Ended June 30, 2012

This section identifies the status of prior year findings related fo the financial statements of Federal Awards and State Financial
Assistance that are required to be reported in accordance with Government Auditing Standards, US OMB Circular A-133
State of New Jersey Circular 04-04-OMB.

STATUS OF PRIOR YEAR FINDINGS

Financial Statement Findings

There were no prior year audit findings.
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